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ABSTRACT
C re d it  unions a re  co o p era t iv e  f i n a n c ia l  i n s t i t u t i o n s  designed  
to  accumulate the  sav ing s  of members and lend  t o  members a t  rea so n ab le  
r a t e s  o f  i n t e r e s t  f o r  p ro v id en t and p ro d u c tiv e  pu rpo ses .  This d i s s e r t a ­
t io n  t r a c e s  the  h i s t o r i c a l  development o f  c r e d i t  unions in  the  United 
S ta te s  and L ouis iana  through 1962, examines th e  economic ro le  and n a tu re  
o f  th e  c r e d i t  un ion , enumerates th e  weaknesses in  th e  s t r u c t u r e  o f  the  
c r e d i t  union system , and su g g es ts  m o d if ica t io n s  which would s t r e n g th e n  
th e  c r e d i t  union framework and enhance i t s  value t o  members and t o  
s o c ie ty .
As a mutual a s s o c i a t io n ,  th e  c r e d i t  union s e rv e s  as an in te rm e­
d ia ry  between sa v e rs  and borrowers w ith in  a membership group composed 
o f  persons having some common bond o f  a s s o c ia t io n  o th e r  than  c r e d i t  
union membership. The r o le  o f  th e  c r e d i t  union i s  to  overcome th e  
i n f e r i o r i t y  o f  the  in d iv id u a l  household  in  f in d in g  an a t t r a c t i v e  o u t l e t  
f o r  i t s  sav ings  and a sou rce  o f  borrowed funds in  th e  f i n a n c ia l  m arke ts , 
and t o  overcome the  r i s k  and inconvenience  o f  d i r e c t  len d in g  by sa v e rs  
to  borrow ers .
The c r e d i t  union has a l l  o f  the  problems o f  m ain ta in ing  so lvency 
and l i q u i d i t y  a s s o c ia te d  w ith  o th e r  f i n a n c i a l  i n t e r m e d ia r i e s ,  compounded 
by the  c lo se  a s s o c ia t io n  o f  members who a re  a l l  l i k e l y  to  experience  the  
same economic fo r tu n es  a t  the  same tim e. The problems o f  matching the  
flow c f  sav ings  w ith  the demand f o r  loans w hile  m ain ta in in g  the  l i q u i d i t y  
and so lvency  o f  members' sav ings  could be le s se n ed  by the  e s tab l ish m en t
o f  both a d isco u n t f a c i l i t y  fo r  c r e d i t  union a s s e t s  and an adequate 
sh a re  in su rance  program on a n a t io n a l  b a s is*
Other a re a s  examined in c lu d e  th e  tax-exem pt s t a t u s  o f  c r e d i t  
unions and th e  e q u ity  o f  p re sen t  p rocedures o f  e s t a b l i s h i n g  e q u ity  
re se rv e  accoun ts . The d i s s e r t a t i o n  c o n ta in s  much s t a t i s t i c a l  d a ta  
which i s  o f  im portance from both the  h i s t o r i c a l  and a n a l y t i c a l  s ta n d ­
p o in t s .  S ev e ra l  a reas  a re  suggested  f o r  f u r t h e r  s tudy  in c lu d in g  the  
p o s s ib le  use o f  the  c r e d i t  union as a dev ice  f o r  in c re a s in g  th e  degree 
o f  com petition  in  sm all  and r u r a l  com m unities, th e  sou rces  o f  funds t o  
c r e d i t  unions o th e r  than  members' s a v in g s ,  th e  uses o f  funds o th e r  than  
loans to  members, and th e  uses made o f  funds borrowed from c r e d i t  
un ions. B e t te r  reco rds  on scaledowns o f  sh a re  accounts and l iq u id a t io n s  
need t o  be m ain tained  and made a v a i la b le  t o  r e s e a r c h e r s , and th e  g en e ra l  
q u a l i t y  o f  r e p o r t in g  th e  r e s u l t s  o f  o p e ra t io n s  needs t o  be improved.
INTRODUCTION
On December 31, 1962, almost 200,000 people  h e ld  membership In 
413 L ou is iana  c r e d i t  un ions. These i n s t i t u t i o n s ,  which began t h e i r  
development 38 y e a rs  e a r l i e r  with the  i s s u e  o f  th e  f i r s t  c h a r t e r  in  
December, 1924, h a d ,  by y e a r ' s  end , 1962, command o f  a s s e t s  in  excess  
o f  $92 m i l l io n .  During th e  f i f t e e n  y e a r s ,  1947-1962, c r e d i t  unions 
were the  f a s t e s t  growing o f  L o u is ia n a 's  f i n a n c i a l  i n s t i t u t i o n s  
o p e ra t in g  in  th e  p e rso n a l  sav ings  and consumer in s ta l lm e n t  loan 
m arke ts . The purpose o f  t h i s  t h e s i s  i s  t o  t r a c e  th e  development o f  
c r e d i t  unions in  Louisiana} to  e x p la in ,  in  economic te rm s ,  th e  ro le  
o f  th e  c r e d i t  union as a f i n a n c ia l  i n s t i t u t i o n ;  and to  p r o je c t  th e  
p r o b a b i l i t y  and consequences o f f u r t h e r  development o f  c r e d i t  unions 
in  Louisiana*
A nalysis o f  the  p rocess  o f  development o f  th e s e  f i n a n c i a l  
i n s t i t u t i o n s  i s  im portan t f o r  s e v e r a l  re a so n s .  F i r s t ,  i t  shou ld  give 
those  concerned w ith  th e  day-to -day  o p e ra t io n s  o f  th e  i n s t i t u t i o n s  a 
p e rs p e c t iv e  o f  what they a re  doing in  term s o f  th e  o v e r a l l  economy. 
Second, economic a n a ly s is  should  g ive  th e  r e g u la to ry  a u th o r i t i e s  a 
more complete view o f  th e  ro le  o f  c r e d i t  unions and p rov ide  them w ith  
in fo rm a tio n  necessa ry  fo r  fu tu re  d e c is io n  making. T h ird ,  a p re s e n ta t io n  
o f  th e  c h a r a c t e r i s t i c s  and economic ro le  o f  c r e d i t  unions should  give 
th e  p u b l ic  f u r t h e r  unders tand ing  o f  th e  a l t e r n a t i v e s  open to  in d iv id u a ls  
s e ek in g  o u t l e t s  f o r  p e rso n a l  sav ings and so u rc es  o f  borrowed funds.
2F in a l ly ,  the  economist should  gain a f u r t h e r  unders tand ing  o f  the  
o p e ra t io n s  o f  th e  f i n a n c ia l  system  through a b e t t e r  u n d ers tand ing  o f  
one o f  the  p a r t s  o f  th e  system . This t h e s i s ,  th e n ,  seeks to  f i l l  a 
void^ in  the  l i t e r a t u r e  by p ro v id in g  a r e fe re n c e  work f o r  a l l  th o se  
i n t e r e s t e d  in  the  o p e ra t io n s  of c r e d i t  unions in  L o u is ian a ,
I .  SCOPE AND LIMITATIONS
The p re se n t  s tudy  d e a ls  w ith  th e  development o f  c r e d i t  unions 
as a  group in  L ou is iana , The purpose i s  t o  analyze  t h i s  development 
from th e  s ta n d p o in t  o f  c r e d i t  unions as f i n a n c i a l  i n s t i t u t i o n s  and 
th e  p o s i t io n  o f  t h i s  type o f  i n s t i t u t i o n  in  th e  f i n a n c i a l  system  and 
economy o f  L ou is iana . This a g g re g a t iv e  a n a ly s i s  which groups to g e th e r  
a l l  c r e d i t  unions f o r  s tudy  y ie ld s  much in fo rm a tio n  as t o  t h e i r  
economic impact and s i g n i f i c a n c e .  This t h e s i s  s t u d i e s  n o t  only th e  
a b so lu te  growth p a t te r n  o f  L o u is ia n a 's  c r e d i t  u n io n s ,  b u t  a ls o  
ana lyzes  the  r e l a t i v e  growch r a t e s  o f  c r e d i t  unions and o th e r  f i n a n c i a l  
i n s t i t u t i o n s  o p e ra t in g  in  th e  same markets and compares th e  r e l a t i v e  
growth and o p e ra t in g  c h a r a c t e r i s t i c s  o f  v a r io u s  ty pes  o f c r e d i t  un ions.
The a n a ly s i s  i s  l im i te d  t o  ag g re g a te s  and does not d e a l  w ith  
th e  o p e ra t io n s  o f  any s p e c i f i c  c r e d i t  u n io n s ,  w ith  m anageria l  problems 
o r  accoun ting  p r a c t ic e s  as su ch , o r  w ith  th e  s i z e ,  te rm s ,  and use of 
lo a n s— although each o f  th e se  a re a s  would be worthy o f  i n v e s t i g a t i o n .
^The only p rev ious a ttem pt a t  a s y s te m a t ic  a n a ly s is  o f  L ou is iana  
c r e d i t  union a c t i v i t y  appears in  an unpub lished  m anuscrip t in th e  f i l e s  
o f  th e  L ou is iana  C re d it  Union League: Horace G, P o r t e r ,  "H is to ry  of
C re d i t  Unions in  L o u is ia n a ,"  unpublished  ( te rm  paper)  m anuscrip t 
p repared  a t  L ou is iana  S ta te  U n iv e rs i ty ,  Baton Rouge, L o u is ia n a ,  May 21, 
1937.
This t h e s i s  i s  not s p e c i f i c a l l y  designed as a  h i s t o r y ,  bu t  i t  does 
co n ta in  h i s t o r i c a l  s t a t i s t i c a l  d a ta  t o  prov ide  a l o g ic a l  framework 
fo r  study  o f  th e  h i s to r y  o f  L ou is iana  c r e d i t  un ions. The problems 
d e a l t  w ith  he re  a re  the  problems o f  th e  c r e d i t  union movement as a 
whole r a t h e r  than o f  in d iv id u a l  c r e d i t  u n io n s ,  a lthough th e  two 
cannot always be divorced*
I I .  DEFINITION OF TERMS
C re d i t  Union. A c r e d i t  union i s  a c o o p e ra t iv e  f i n a n c i a l  
a s s o c ia t io n  through which members pool t h e i r  sav ing s  and from which 
they  may borrow fo r  p ro v id en t  and p ro d u c t iv e  p u rposes . The a c tu a l  
p o o lin g  o f  sav ings  i s  accom plished through th e  s a l e  t o  members o f  low 
denomination sh a re s  o f  s to c k .  While d iv idends a re  p a id  ou t o f  ea rn in g s  
on th e  b a s i s  o f  th e  member's investm ent in  s h a r e s ,  c r e d i t  unions r e t a in  
th e  t y p i c a l  co o p era tiv e  procedure in  e le c t io n s  w ith  each member l im i te d  
t o  one vote  r e g a rd le s s  o f sh a re  h o ld in g s .  Loans a re  extended through
a c t io n  o f  a c r e d i t  committee o f members e le c te d  t o  o f f i c e  by th e  g e n e ra l
membership. The a f f a i r s  o f  the  c r e d i t  union a re  run e n t i r e l y  by i t s
members and , with the  ex cep tion  o f  the  t r e a s u r e r  and c l e r i c a l  s t a f f ,
o f f i c e r s  in  the  o rg a n iz a t io n  se rve  w ithou t pay.
F edera l  and S ta te  C red it  Unions. A c r e d i t  union may be char­
t e r e d  and re g u la te d  under e i t h e r  s t a t e  o r  f e d e r a l  law. In L o u is ia n a ,
c r e d i t  unions a re  re g u la te d  by th e  S ta te  Banking Department under Act **0
%
of 192h as amended o r  by the  Bureau o f  F edera l  C re d it  Unions o f  th e  
United S ta te s  Department o f  H e a l th ,  E duca tion , and W elfare under Chapter I t  
o f  T i t l e  12 of th e  United S ta te s  Code. While the  f e d e r a l  and s t a t e
4s t a t u t e s  d i f f e r  somewhat in  d e t a i l  as t o  s p e c i f i c  powers and l im i ta t io n s
o f  i n s t i t u t i o n s  under t h e i r  re s p e c t iv e  j u r i s d i c t i o n , th e  laws a re
e s s e n t i a l l y  p a r a l l e l  in  t h a t  they have a  common p u rp o se , and th e
i n s t i t u t i o n s  r e s u l t i n g  from the  a c ts  a re  s i m i l a r  in  c h a r a c t e r i s t i c s  
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and function*
The c r e d i t  union c h a r t e r  is su e d  under e i t h e r  s t a t e  o r  f e d e r a l  
law s e t s  fo r th  th e  powers and r e s p o n s i b i l i t i e s  o f  th e  a s s o c ia t io n  and 
e s t a b l i s h e s  i t  as a c o rp o ra te  e n t i t y  with the  power t o  e n t e r  i n t o  
c o n t r a c t s ,  sue  and be su e d ,  pu rch ase , ho ld  and s e l l  p ro p e r ty  necessa ry  
t o  i t s  o p e ra t io n s ,  and to  rec e iv e  the  sav ings  o f  and lend  t o  q u a l i f i e d  
members w ith  c e r t a in  l im i ta t io n s *  A c r e d i t  union may a l s o  d e p o s i t  
money in  banks and o th e r  approved d e p o s i to r ie s  and may borrow from any 
source  an amount up to  50 p e r  cen t  o f  i t s  unimpaired c a p i t a l  and 
s u r p l u s ,  as w e ll  as c a rry  out o th e r  t r a n s a c t io n s  necessa ry  to  the  
o p e ra t io n s  o f  th e  b u s in e s s .  R egula tion  by th e  c h a r t e r in g  agency 
in c lu d e s  bo th  th e  p e r io d ic  f i l i n g  o f  r e p o r t s  o f  o p e ra t io n s  and 
unannounced su p e rv iso ry  exam ina tions .
Throughout t h i s  t h e s i s ,  th e  words " f e d e r a l "  and " s t a t e "  w i l l  be. 
used t o  d e s ig n a te  th e  p a r t i c u l a r  a u th o r i ty  under which th e  c r e d i t  unions 
under s tudy  a re  c h a r te re d  and regu la ted*
C re d i t  Union Type. The co o p era t iv e  natjure o f  c r e d i t  unions 
and t h e i r  s p e c i a l  t re a tm e n t  under th e  law imposes a unique degree o f
^A more d e ta i l e d  comparison o f  the  l e g a l  and o p e ra t in g  
c h a r a c t e r i s t i c s  o f  f e d e ra l  and s t a t e  c r e d i t  unions in  L ou is iana  i s  
con ta ined  in  Chapter I I I .
Superv isory  exam ination would id e a l ly  occur a t  l e a s t  once 
a n n u a l ly ;  however, due to  a  sh o r tag e  o f  s t a f f ,  th e  Bureau o f  F ede ra l  
C re d i t  Unions examines a l l  c r e d i t  unions under i t s  j u r i s d i c t i o n  only 
once every f i f t e e n  months on the  average .
in te rdependence  upon th e  membership w ith  regard  to  funds e n t r u s te d  t o  
the  i n s t i t u t i o n *  To a f fo rd  adequate p ro te c t io n  (and t o  j u s t i f y  
s p e c i a l  t a x  s t a t u s ) ,  members’.ip  in  a c r e d i t  union i s  l im i te d  t o  pe rsons  
(and a s s o c ia t io n s  o f  person s)  hav ing  a common bond o f  a s s o c i a t io n  
a r i s i n g  independen tly  o f  the  c r e d i t  union i t s e l f .  Both s t a t e  and 
f e d e r a l  s t a t u t e s  d e f in e  t h i s  common bond in  such a way t h a t  i t  may 
a r i s e  among persons employed by th e  same b u s in ess  f irm  o r  governm ental 
u n i t ,  among persons r e s id in g  w ith in  a w e l l -d e f in e d  g e o g ra p h ica l  a re a  
o r community, and among persons h o ld in g  membership in  th e  same 
o rg a n iz a t io n  such as a  church , s e r v ic e  c lu b ,  la b o r  u n ion , o r  t r a d e  
a s s o c ia t io n .  For th e  purposes o f  t h i s  t h e s i s ,  th e se  so u rc es  o f  
common bond a re  de fined  a s :  o c c u p a t io n a l ,  r e s i d e n t i a l ,  and a s s o c i a t i o n a l
c r e d i t  union ty p e s .  Although the  p reponderan t type  i s  o c c u p a t io n a l ,  
an e f f o r t  i s  made to  determ ine the  e x te n t  o f  d i f f e re n c e s  among c r e d i t  
unions o f  th e  v a rio us  ty p e s ,
111, THE LOUISIANA CREDIT UNION LEAGUE
In O ctober, 193*+, Hr. Tom Doig o f  th e  newly e s t a b l i s h e d  C re d it  
Union N a tio n a l  A ssoc ia tion  met with r e p r e s e n ta t iv e s  o f  L o u is ia n a 's  12 
c r e d i t  unions to  o rgan ize  the  L ou is iana  C re d it  Union League. The 
purposes o f  th e  League were to  prov ide  an o rg a n iz a t io n  through which 
e x i s t i n g  c r e d i t  unions cou ld : (1 ) a s s i s t  in  sp re a d in g  th e  b e n e f i t s
o f  c r e d i t  union membership to  o th e rs  by a c t iv e ly  prom oting o rg a n iz a t io n  
of new c r e d i t  un ions; (2 )  a s s i s t  in  c r e a t i n g  good ra p p o r t  between 
c r e d i t  unions and the  re g u la to ry  a g e n c ie s ;  (3 )  m ain tain  and improve 
the  l e g a l  s t a t u s  o f c r e d i t  unions by advancing th e  i n t e r e s t s  o f  c r e d i t
unions in  th e  l e g i s l a t i v e  bodies o f  the  s t a t e  and f e d e r a l  governm ents;
(4 ) a s s i s t  c r e d i t  unions in  so lv in g  o p e ra t in g  problems and improving 
p ro ce d u res ;  and (S) p rov ide  cohesion among c r e d i t  unions and l i a i s o n  
with the  C re d i t  Union N a tio n a l  A sso c ia t io n ,  In s h o r t , th e  purpose o f  
th e  League was to  a s s i s t  in  f u r th e r in g  th e  development o f  c r e d i t  unions 
and t h e i r  o p e ra t io n s  in  L ou is iana , U n t i l  1941, th e  League was o p e ra ted  
by v o lu n te e rs  and financed  by annual dues o f  o n e -h a l f  o f  one p e r  cen t  
o f  th e  t o t a l  a s s e t s  o f  a f f i l i a t e d  c r e d i t  unions and by a s s i s t a n c e  from 
the  C re d i t  Union N a tio n a l  A sso c ia t io n ,
In 1941, dues pa id  by a f f i l i a t e d  c r e d i t  unions were r a i s e d  t o  
f iv e  p e r  cen t  o f  annual g ross  p r o f i t s ,  and a managing d i r e c t o r  was 
employed to  o p e ra te  th e  League, By 1947, th e  L eague 's  budget was 
$6 ,500 , and th e  s t a f f  c o n s is te d  o f  th e  managing d i r e c t o r  and a s e c r e t a r y .  
S ix ty - f iv e  o f  th e  s t a t e ' s  125 c r e d i t  unions were a f f i l i a t e d  w ith  th e  
League,
During the  f i s c a l  y e a r  ending March 31, 1963, th e  L ou is iana  
C re d it  Union League expended $105,450 and had on i t s  s t a f f  e leven  
f u l l - t im e  employees and p a r t - t im e  l e g a l  co u n se l .  Five f i e l d  s e r v ic e  
d i s t r i c t  r e p r e s e n ta t iv e s  were re sp o n s ib le  f o r  working w ith  c r e d i t  
unions d i r e c t l y ,  Duties o f  the fie ld-m en in c lu d ed  o rg a n iz in g  new 
g roups, g iv in g  advice on o p e ra t in g  p ro c e d u re s ,  a r ra n g in g  i n t e r - c r e d i t  
union lo a n s ,  pe rsonnel p lacem ent, a s s i s t i n g  w ith  l i q u id a t io n s  and in  
ge n e ra l  s e rv in g  as l i a i s o n  between th e  League and member o r  p o t e n t i a l  
member c r e d i t  unions. The remaining members o f  th e  s t a f f  were 
re sp o n s ib le  f o r  p u b l ic  r e l a t i o n s ,  l i a i s o n  w ith  r e g u la to ry  a g e n c ie s ,  
l i a i s o n  w ith th e  C re d it  Union N ationa l A s so c ia t io n ,  l e g a l  a s s i s t a n c e .
in s u ra n c e ,  c o u n se l in g ,  p re p a ra t io n  o f  re se ra c h  s tu d i e s  and r e p o r t s ,  
pe rson ne l s u p e rv i s io n ,  and in  g e n e ra l  c a r ry in g  ou t th e  a c t iv e  b u s in e ss  
o f  the  League on a s ta te -w id e  b as is*
Numerous in d iv id u a ls  have c o n tr ib u te d  t o  th e  development o f  
the  L ou is iana  C re d it  Union League and through i t  to  th e  development 
o f  c r e d i t  unions in  L ou is iana  and th e  N a tio n . While i t  i s  not th e  
purpose o f  t h i s  t h e s i s  t o  t r a c e  th e  a c t i v i t i e s  o f  th o se  connected  
w ith the  c r e d i t  union movement in  L o u is ia n a ,  i t  i s  f e l t  t h a t  th e  
development o f  c r e d i t  unions cannot be e x p la in e d  by economic f a c to r s  
a lone  because o f  a unique c h a r a c t e r i s t i c  o f  c r e d i t  union management. 
Unlike o th e r  f i n a n c ia l  and n o n - f in a n c ia l  e n t e r p r i s e s ,  th e  b a s ic  
d e c is io n s  o f  p o l ic y  and o p e ra t io n s  in  a c r e d i t  union a re  made by 
persons whose main a c t i v i t i e s  are  in  n o n -c r e d i t  union p o s i t i o n s .
The f a c t  th a t  c r e d i t  unions a re  o p e ra ted  by and f o r  th e  b e n e f i t  
o f  those  w ith in  the  membership group d i s t in g u i s h e s  th e  c r e d i t  union 
from th e  e n te r p r i s e  which i s  founded by a p r o f i t - s e e k in g  e n tre p re n e u r  
who sees  th e  demand f o r  a s e rv ic e  o r  commodity and moves to  f u l f i l l  
t h i s  demand. The p r o f i t  motive i s  no t ab sen t  from th e  c r e d i t  un ion , 
however. Indeed , w ithou t th e  p r o f i t  motive th e  c r e d i t  union could  
a t t r a c t  n e i t h e r  sav e rs  n o r  bo rrow ers . I t  does mean, however, t h a t  
groups which would d e s i r e  the  s e r v ic e s  o f  a  c r e d i t  union might n o t  
o rgan ize  one w ithou t th e  s t im u lu s  o f  an o u ts id e  o rg a n iz e r  who could  
ex p la in  th e  b e n e f i t s  and o p e ra t io n s  o f  a c r e d i t  un io n , th e  procedure
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The s t im u lu s  f o r  the  co o p era t iv e  development i s  exp lo red  
f u r t h e r  in  Chapter I I  and th e  e f f e c t s  o f  th e  l im i te d  f i e l d  o f  membership 
upon th e  o p e ra t io n s  and p o t e n t i a l  f o r  growth a re  d isc u sse d  in  C hapter IV.
f o r  o rg a n iz in g ,  and could a s s i s t  in  g e t t i n g  i t  underway. As mentioned
above, a la rg e  p a r t  o f  th e  fu n c t io n  o f  th e  L ou is iana  C re d i t  Union League
has been in  the  a re as  o f  e d u c a t io n ,  o rg a n iz a t io n ,  and a s s i s t a n c e  to  new 
5
c r e d i t  u n ions .
The development o f  c r e d i t  unions in  L ou is iana  has been s tim u­
l a t e d  by a number o f  in d iv id u a ls  who have worked to  sp read  th e  b e n e f i t s  
o f  c r e d i t  union membership. I n i t i a l  s t im u lu s  t o  th e  development o f  c r e d i t
unions in  L ou is iana  was provided by Roy R. Bergengren o f  the  C re d it  Union
6
N a tio n a l  Extension Bureau. He v i s i t e d  th e  s t a t e  in  1924, a s s i s t i n g  in  
p re p a ra t io n  o f  l e g i s l a t i o n  which became Act 40 o f  1924, This l e g i s l a t i o n  
p rov ided  f o r  the  c h a r t e r in g  o f c r e d i t  unions and t h e i r  r e g u la t io n  under 
th e  S ta te  Banking Department, L a te r ,  B ergengren , Thomas W, Doig, and 
Claude R, Orchard o f  th e  C red it  Union N a tio n a l  E xtension  Bureau p rov ided  
th e  s t im u lu s  fo r  o rg a n iz a t io n  o f th e  L ou is iana  League,
The L ouisiana  c r e d i t  union development was soon augmented by 
i t s  own le a d e rs h ip  as p e r s o n i f ie d  by th e  o rg a n iz e rs  o f  th e  League:
I .  C. Kemaghan, C, J .  O'Dowd, C. R, Duvemay, H. C, E l l i s ,  F lorence  E. 
Dixon, and Harold Hoses. O'Dowd, E l l i s ,  and Kemaghan were the  f i r s t  
th r e e  p re s id e n ts  o f  the  League, gu id ing  i t  through th e  e a r ly  fo rm ative
^Perhaps these  f u n c t io n s ,  e s p e c ia l ly  th o se  o f  ed uca tion  and 
o r g a n iz a t io n ,  were much more im portant in  th e  e a r ly  s ta g e s  o f  c r e d i t '  
union development than  they  are  to d a y ,  s in c e  most groups now probably  
have w ith in  t h e i r  membership in d iv id u a ls  who a re  f a m i l i a r  with the  
c r e d i t  union id e a ,  i f  no t a c tu a l ly  experienced  w ith  th e  o p e ra t io n s  o f  
a c r e d i t  union,
^The C re d it  Union N a tio n a l  E xtension  Bureau ( f in a n c e d  by 
Edward A, F i len e )  was rep laced  by the  C re d i t  Union N a tio n a l  A ssoc ia tion  
( f in a n c e d  and o p e ra ted  by member c r e d i t  un ions) in  August, 1934,
y e a r s .  One man s tan d s  out among a l l  tho se  who devoted time and e f f o r t  
t o  the  development o f  L o u is ia n a 's  c r e d i t  un ions . This man was Harold 
Moses who e n te re d  the  c r e d i t  union b u s in e ss  in  Ju n e ,  1934, as p re s id e n t  
o f  the  newly formed Farm C re d it  A d m in is tra t ion  C re d i t  Union. Moses 
was one o f th e  founders o f  th e  L ou is iana  C re d i t  Union League and in  
1935 became a member o f  th e  Board o f  D ire c to rs  and a N a tio n a l  D ire c to r  
o f  th e  C re d i t  Union N a tio n a l  A s so c ia t io n ,  p o s i t io n s  which he h e ld  
u n t i l  h i s  death  in  Ju ly  12 , 1959. A d d i t io n a l ly ,  Moses se rved  as 
p re s id e n t  o f  th e  League from 1938 t o  1953 and in  v a rio us  c a p a c i t i e s  
w ith  League C e n tra l  C red it  Union, C re d it  Union N a tio n a l  A ssoc ia t io n  
and CUNA Mutual Insurance  S oc ie ty  du ring  h i s  25 y ea rs  o f  c r e d i t  union 
a c t i v i t y .
Another in d iv id u a l  who has d i s t in g u is h e d  h im s e lf  in  terms o f
s e rv ic e  to  L ouis iana  c r e d i t  unions s in c e  he he lped  o rgan ize  th e  D. H.
Holmes F edera l C re d it  Union in  Septem ber, 1934, i s  Henry J .  Aime,
E le c te d  t o  th e  Board o f  D irec to rs  o f  th e  L o u is iana  C re d i t  Union League
‘ *
in  1942, Aime has served  in  t h a t  c a p a c i ty ,  as a l t e r n a t e  n a t io n a l  
d i r e c t o r  and as p re s id e n t  o f  the  League s in c e  1953. Aime has se rv ed  
s in c e  1934 as trea su re r-m a n ag e r  o f  h i s  own c r e d i t  union.
On November 7 , 1947, Edgar L. Fontaine became th e  managing 
d i r e c t o r  o f  the  Louisiana  C re d i t  Union League and con tinued  th e  job o f  
u n ify in g  the  s t a t e ' s  c r e d i t  union le a d e r s h ip  under the  o rg a n iz a t io n  
which had been s t a r t e d  la rg e ly  as a paper o rg a n iz a t io n  w ith  few 
resou rces  in  1934, Under F o n ta in e 's  l e a d e r s h ip ,  th e  League took on 
the  c h a r a c t e r i s t i c s  o f  a p ro f e s s io n a l ly  managed t ra d e  a s s o c ia t io n  w ith  
the  purpose o f  sp read in g  th e  a c t i v i t i e s  o f  th e  in d u s t ry  and f o s t e r in g  
and p r o te c t in g  i t s  members.
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In th e  l a s t  a n a ly s i s ,  however, w hile  th e s e  le a d e rs  and o th e rs  
l i k e  them have provided  le a d e r s h ip  and guidance t o  L o u is ia n a 's  c r e d i t  
union development by c o n tr ib u t io n  o f  time and a b i l i t y ,  t h i s  i s  only a 
p a r t  o f  the  e x p la n a t io n  f o r  c r e d i t  union growth. The success  o f  each 
c r e d i t  union depends on the  a b i l i t y  o f  th e  membership group t o  develop 
the  k ind  o f  l e a d e rs h ip  and m anagerial s k i l l s  n ecessa ry  t o  a t t r a c t  
in d iv id u a ls  as sa v e rs  and borrow ers . A d d i t io n a l ly ,  c r e d i t  unions 
need a fav o rab le  l e g a l ,  economic, and f i n a n c i a l  framework in  which to  
o p e ra te  i f  they  a re  to  develop and grow. This t h e s i s  i s  an economic 
and s t a t i s t i c a l  a n a ly s i s  o f  t h i s  framework w i th in  which c r e d i t  unions 
have developed in  L ouis iana  from t h e i r  in c e p t io n  in  1924 t o  December 31, 
1962.
IV. ORDER OF PRESENTATION
Chapter I t r a c e s  th e  development o f  c r e d i t  unions in  th e  United 
S ta te s  and p laces  them in  p e rs p e c t iv e  among o th e r  f i n a n c i a l  i n s t i t u t i o n s  
o p e ra t in g  in  the  consumer finance  and p e rso n a l  sav in g s  m arkets . The 
growth and development o f L o u is ia n a 's  c r e d i t  unions i s  t r a c e d  in  
C hapter I I ,  A f te r  t r a c in g  the  p a t t e r n  o f  development o f  s t a t e  and 
f e d e r a l  c r e d i t  unions in  L o u is ia n a ,  C hapter I I  shows th e  geographic  
c o n c e n tra t io n  o f  c r e d i t  union a c t i v i t y ,  compares c r e d i t  union develop­
ment w ith  t h a t  o f  o th e r  sav ings and len d in g  i n s t i t u t i o n s  in  L ou is iana  
and compares L ou is iana  c r e d i t  union development w ith  t h a t  in  th e  N ation .
C hapter I I I  p re se n ts  a d is c u s s io n  o f  th e  l e g a l  framework o f  
c r e d i t  unions ( in c lu d in g  a comparison o f  th e  p ro v is io n s  o f  th e  s t a t e  and 
f e d e r a l  s t a t u t e s )  and a f u r t h e r  a n a ly s is  o f  th e  o p e ra t in g  c h a r a c t e r i s t i c s
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o f  L ou is iana  c r e d i t  unions as t o  t h e i r  s i z e ,  membership, d iv idend  r a t e s ,  
and loan t o  sh a re  r a t i o s  as o f  December 13, 1962. E x tensive  use i s  
made o f  frequency d i s t r i b u t i o n s  in  comparing s t a t e  and f e d e r a l  c r e d i t  
union c h a r a c t e r i s t i c s  and in  comparing o c c u p a t io n a l ,  r e s i d e n t i a l ,  and 
a s s o c i a t io n a l  c r e d i t  un ions.
Beginning with a d is c u s s io n  o f  the  ro le  o f  f in an c e  and f i n a n c i a l  
in te rm e d ia t io n ,  Chapter IV examines th e  economic n a tu re  and ro le  o f  
th e  c r e d i t  un ion , p re s e n ts  some o f  th e  problems in h e re n t  in  th e  c r e d i t  
union as p re s e n t ly  o rg an iz ed ,  examines t h e i r  tax-exem pt s t a t u s ,  and 
a ttem p ts  to  p r o je c t  both the  d e s i r a b i l i t y  o f  fu tu r e  growth o f  the  c r e d i t  
union as a f in a n c ia l  in te rm ed ia ry  in  L ou is iana  and th e  p r o b a b i l i t y  o f  
con tinued  growth in  view o f  problems which face  th e  movement. C hapter V 
c o n s i s t s  o f  a b r i e f  summary and p r e s e n ta t io n  o f  f in d in g s  and c o n c lu s io n s ,  
and Appendix A c o n ta in s  e x te n s iv e  s t a t i s t i c a l  d a ta  r e le v a n t  t o  th e  t h e s i s .
V. DATA SOURCES AND METHOD OF ANALYSIS
This w r i t e r  rece iv ed  the  complete co o p era tio n  o f  th e  Bureau o f  
Federa l C re d i t  Unions, L ouisiana  S ta te  Banking Departm ent, L ou is iana  
C re d it  Union League, and C re d it  Union N a tio n a l  A sso c ia tio n  in  s e c u r in g  
h i s t o r i c a l  s t a t i s t i c s  on c r e d i t  union o p e r a t io n s ,  s t a t i s t i c a l  d a ta  on 
1962 o p e ra t io n s  o f  a l l  **13 L ou is iana  c i e d i t  u n io n s ,  and o th e r  r e le v a n t  
in fo rm a tion  n ecessa ry  fo r  th e  a n a ly s i s  co n ta in ed  h e re in .  E x tensive  
use o f  time s e r i e s  and frequency d i s t r i b u t i o n s  i s  made th roughou t th e  
t h e s i s  in  an a ttem p t t o  p re s e n t  as complete an a n a ly s i s  as p o s s ib le  
w ith in  th e  framework o f  aggregate  a n a ly s i s .
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Every a ttem pt was made to  se cu re  w r i t t e n  documentation of f a c t s  
and i s s u e s  p re sen te d  h e r e in .  Inasmuch as l i t t l e  has been w r i t te n  
concern ing  L o u is ia n a 's  c r e d i t  u n io n s ,  however, most o f  th e  p r e s e n ta t io n  
in  Chapters I ,  I I ,  and I I I  r e s t s  upon the  s t a t i s t i c a l  d a ta  and p e rso n a l  
in te rv ie w s  w ith le a d e rs  in  the  c r e d i t  union movement and p e rso n n e l  o f  
th e  s t a t e  and f e d e r a l  r e g u la to ry  a g en c ie s .  The a n a l y t i c a l  p r e s e n ta t io n s  
o f  Chapter IV are  based  on th e  g e n e ra l  body o f  knowledge con ta in ed  in  
the  broad f i e l d s  o f  economics and f in an ce  and upon th e  s p e c i f i c  so u rces  
c i t e d  in  C hapter IV,
CHAPTER I
CREDIT UNIONS IN THE UNITED STATES
The o r ig in  o f  s o c i a l  and economic i n s t i t u t i o n s  i s  o f te n  d i f f i ­
c u l t  to  t r a c e .  This i s  t r u e  o f th e  c r e d i t  union as a f i n a n c i a l  i n s t i ­
t u t i o n .  However| w i th in  th e  o rgan ized  c r e d i t  union movement the  f i r s t  
c r e d i t  union in  North America i s  co n s id e red  to  be La C aisse  P o p u la ire  de 
L e v is |  o rgan ized  in  Quebec, Canada, on December 6 ,  1900, by Alphonse 
D e s ja rd in s .1 La C aisse  P o p u la ire  S te ,  Marie o f  M anchester, New Hamp­
s h i r e ,  c h a r te re d  by a s p e c i a l  a c t  o f  the  New Hampshire L e g is la tu re  in
1909, i s  con s idered  t o  be th e  f i r s t  c r e d i t  union in  th e  United S ta te s  and
2
was a l s o  founded by D e s ja rd in s .  The c r e d i t  union movement sp read  
ra p id ly  th roughout th e  United S ta te s  and by December 31, 1962, almost 
IN m il l io n  people  h e ld  membership in  21,050 s t a t e  and f e d e ra l ly  c h a r te r e d  
c r e d i t  un ion s .
The very i n t e r e s t i n g  s to r y  o f  t h i s  dynamic man who was th e  
founder o f  th e  C red it  Union Movement in  North America and o f  h i s  
c o o p e ra t iv e  p e o p le 's  banks i s  sp re ad  th roughou t th e  c r e d i t  union l i t ­
e r a t u r e .  Examples a r e :  Alphonse D e s ja rd in s ,  The C ooperative  P e o p le 's
Bank (New York: The R u sse l l  Sage F oundation , 19IN) ; Roy F. Bergengren,
Cooper a t i v e Banking (New York: The Macmillan Company, 1923), pp. 50-81
and 110-117; Roy F. Bergengren, C re d i t  Union North Arnerica (New York: 
Southern P u b l i s h e r s ,  I n c . ,  19N0), pp. 78-91; George Boyle, The Poor Man's 
P ray er  (New York: Harper and B ro th e r s ,  1951); R ichard Y, G i l e s , C re d i t
f o r  th e  M illio ns  (New York: Harper and B ro th e r s ,  1951), pp. 86-93*
That D e s ja rd in s '  work was n o t  e n t i r e l y  unique i s  sug ges ted  by 
evidence  t h a t  both o f  h i s  " f i r s t s "  were preceded by th e  employees o f  
th e  Boston Globe who founded a c o o p e ra t iv e  c r e d i t  s o c i e t y ,  th e  Globe 
Savings and Loan A sso c ia t io n ,  in  1892, For on account o f  t h i s  s o c ie ty  
and o th e r  e a r ly  e f f o r t s  s e e :  E rdis  W. Sm ith , "F e d e ra l  C re d i t  Unions:
O rig in  and Development," S o c ia l Secu r i ty  Bu l l e t i n , U.S. Department o f  
H e a l th ,  Education and Welfare"TNcvonber,* T955), pp. 3-9 and 27,
1*»
P erso n a l sav ings  which had accumulated in  c r e d i t  union sh a re  accounts 
t o t a l e d  almost $6,2 b i l l i o n  and loans o u ts ta n d in g  to  members were almost 
$5,5 b i l l i o n .  The r a t e  o f growth o f  th e  c r e d i t  union as a sav ings  medium 
and source  o f  c r e d i t ,  whether measured in  a b so lu te  o r  r e l a t i v e  te rm s ,  was 
ra p id  w ith  the  excep tion  o f  war and d e p re ss io n  y e a r s .  I t  i s  th e  purpose 
o f  t h i s  c h a p te r  to  t r a c e  th e  growth o f  c r e d i t  unions in  th e  United S ta te s  
from t h e i r  in c e p tio n  in  1909 t o  th e  end o f  1962*
I .  CREDIT UNION LEGISLATION3
The c h a r t e r  o f La Caisse  P o p u la ire  S te .  Marie was g ran ted  by a 
s p e c i a l  a c t  o f  the  New Hampshire L e g i s l a tu r e ,  At t h i s  tim e th e r e  were 
no laws in  any o f  th e  s t a t e s  en ab lin g  c h a r t e r s  t o  be g ran ted  t o  persons 
d e s i r in g  t o  o rgan ize  c r e d i t  un ions. The f i r s t  such law , passed  by th e  
M assachusetts L e g is la tu re  in  1909, su b seq u en tly  became th e  model f o r  
c r e d i t  union l e g i s l a t i o n  in  th e  s t a t e s  and u l t im a te ly  f o r  f e d e r a l  
l e g i s l a t i o n .
By y e a r ' s  end 1921, e leven  s t a t e s  had c r e d i t  union laws on 
t h e i r  books and 72,310 people h e ld  membership in  th e  n a t i o n 's  190 a c t iv e
it
c r e d i t  un ions. The e f f o r t  to  se c u re  e n a b l in g  l e g i s l a t i o n  in  a l l  s t a t e s  
was pushed throughout the  1920' s  and e a r ly  1930' s  with th e  r e s u l t  t h a t  
39 s t a t e s  had passed  c r e d i t  union l e g i s l a t i o n  by th e  end o f  19 33, There 
were 2,016 a c t iv e  c r e d i t  unions w ith  301,119 members by t h i s  t im e ,
3A thorough d isc u ss io n  o f  th e  e f f o r t  t o  se cu re  e n ab l in g  l e g i s - -  
l a t i o n  f o r  c r e d i t  unions throughout th e  n a t io n  I s  found i n :  Roy R,
Bergengren, Crusade (New York: E xp osition  P r e s s ,  1952),
i*
Some e a r ly  a ttem pts  a t  c r e d i t  union l e g i s l a t i o n  r e s u l te d  in  
unworkable law s, e_ .g ,, the  Utah experience  r e l a t e d  in  Bergengren, 
Co o p e ra t iv e  Banking, pp. 9-10 and 88-89,
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In 1934, no a d d i t io n a l  s t a t e s  passed  c r e d i t  union l e g i s l a t i o n )  
bu t  an a c t  was passed in  the  Congress p ro v id in g  fo r  n a t io n a l ly  c h a r te re d  
c r e d i t  unions in  the  s t a t e s  and t e r r i t o r i e s  o f  the  United S t a te s .  The 
development o f  c r e d i t  unions rec e iv e d  impetus from th e  f e d e ra l  law 
because of th e  in c re a se d  geographic  a rea  o f  o p e ra t io n s  and because o f  
prom otional and e d u c a t io n a l  a c t i v i t i e s  c a r r i e d  out under th e  new law.
The y e a rs  in  which s t a t e  c r e d i t  union laws were passed and the  t o t a l  
number o f  c r e d i t  unions in  o p e ra t io n  on December 31t 1962, in  each s t a t e  
a re  shown in  Figure 1.
I I .  THE DEVELOPMENT OF CREDIT UNIONS IN THE 
UNITED STATES
The e a r ly  y ears  o f  the  c r e d i t  union movement saw th e  c r e d i t  
union as a f i n a n c ia l  i n s t i t u t i o n  growing t o  f i l l  a  void in  the  f i e l d  
o f  f in a n c e .  This void c o n s is te d  o f  th e  e n t i r e  f i e l d  o f  consumer len d in g .  
P r io r  t o  th e  development o f  the  c r e d i t  u n io n ,  th e re  was no i n s t i t u t i o n  
o f  f inance  g e n e ra l ly  recognized  as e x i s t i n g  f o r  th e  purpose o f  accumu­
l a t i n g  the  sm a ll  sav in gs  o f  th e  lower income groups and using  fund3 so  
accumulated t o  ex tend  loans t o  th e se  same groups f o r  emergency needs and 
consumer d u rab le  goods purchase . Commercial banks, not y e t  recog n iz in g  
th e  p r o f i t  p o t e n t i a l  o f  consumer lo a n s ,  l a r g e ly  l im i te d  t h e i r  len d in g  
a c t i v i t i e s  t o  th e  c r e d i t  needs of a g r i c u l t u r e ,  commerce, and in d u s t r y .  
Savings and loan a s s o c ia t io n s  and sav ing s  banks accumulated sav ings  but 
channeled t h e i r  loans t o  a re a s  o th e r  than  consumer f in a n c e .  Such loans 
as were a v a i la b le  t o  consumers were o b ta in a b le  u su a l ly  a t  e x o rb i ta n t  
r a t e s  and on somewhat r isk y  terms from loan  s h a r k s ,  r e t a i l  b u s in ess  
e s ta b l ish m e n ts  o r  pawn shops . The e s ta b l ish m e n t  o f P ro v iden t Loan
(128)
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S o c ie t i e s  a l l e v i a t e d  th e  problem where they were a b le  to  o p e ra te ,  b u t  i t  
soon became apparen t t h a t  th e  P rov iden t Loan S o c ie t i e s  w ith  t h e i r  l im i te d  
re so u rce s  could only s c r a tc h  the s u r f a c e  of th e  v a s t  demand f o r  consumer 
c r e d i t  among the  middle and lower income groups.
I t  was t h i s  need f o r  an i n s t i t u t i o n  based on t h r i f t  and consumer 
le n d in g  among th e  working c la s s  which le d  D esjard ins  to  beg in  o rg a n iz in g  
c r e d i t  unions p a t te rn e d  a f t e r  s i m i l a r  s o c i e t i e s  developed by F r ie d r ic h  
R a if fe is e n  and Herman S ch u lze -D e li tz sch  in  Curope,
S t a t i s t i c a l  in fo rm ation  about c r e d i t  unions in  t h e i r  f i r s t  two 
decades i s  ex trem ely  sk e tc h y .  Such in fo rm a tio n  as was c o l l e c t e d  was 
re p o r te d  on a vo lun ta ry  b a s i s  by the  in d iv id u a l  c r e d i t  unions and i s  
a lm ost u s e le s s  in s o f a r  as a study o f  development i s  concerned. However, 
i t  i s  s a f e  t o  say t h a t  in  terms o f  number, c r e d i t  unions were r e l a t i v e l y  
unim portant to  th e  American economy d u rin g  th e  f i r s t  twenty y ea rs  o f  
t h e i r  e x is te n c e .  By 1929, th e re  were s t i l l  l e s s  than  a thousand c r e d i t  
unions o p e ra t in g  in  the  United S ta te s  and t h e i r  membership numbered 
l i t t l e  more than a q u a r te r -m i  H i  on p e rso n s .
From t h i s  b a s e ,  however, we a re  ab le  t o  t r a c e  th e  development 
o f  c r e d i t  unions as they  were woven i n to  the  f a b r i c  o f the  American 
economy to  a t t a i n  t h e i r  p re se n t  s t a t u s  as a f i n a n c i a l  i n s t i t u t i o n  w ith  
over tw enty-one thousand a c t iv e  unions and almost fo u r te e n  m il l io n  members.
Chart 1 t r a c e s  th e  growth o f  c r e d i t  union o p e ra t io n s  in  th e  
United S ta te s  in term s o f  t o t a l  a s s e t s ,  p a id - in  sh a re  c a p i t a l ,  and loans 
o u ts ta n d in g  to  members. To provide a p i c tu r e  o f th e  r e l a t i v e  growth 
r a t e s  o f  the  s e r i e s ,  a se m i- lo g a r i th m ic  s c a l e  which a l l o t s  equal v e r t i c a l  
d i s ta n c e  to  equa l pe rcen tag e  change i s  used in  Chart 1. While a d e t a i l e d
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a n a ly s is  o f  the  reasons f o r  the  ra p id  development and high  growth r a t e  o f  
c r e d i t  unions w i l l  be rese rv ed  f o r  a l a t e r  c h a p te r ,  i t  i s  i n t e r e s t i n g  to  
n o te  some o f  the  conc lusions  which can be drawn from th e  f i n a n c i a l  opera­
t io n s  o f  United S ta te s  c r e d i t  unions p re sen te d  in  Chart 1.
F i r s t ,  du rin g  th e  y e a r s ,  1931-1934, c r e d i t  union sh a re  c a p i t a l  
was no t s u f f i c i e n t  to  cover o u ts ta n d in g  lo a n s ,  in d ic a t in g  t h a t  c r e d i t  
unions o b ta in ed  loan funds a t  t h i s  time e i t h e r  by s e l l i n g  s e c u r i t i e s  and 
running  down bank b a lan ces  o r  by borrow ing from o u ts id e  s o u rc e s .  Second, 
a pe riod  o f  ra p id  growth follow ed passage o f  the  Federa l C re d it  Union Act 
in  1934.
T h ird ,  th e  war y e a r s ,  1942-1945, saw th e  loan p o r t f o l i o s  o f  
c r e d i t  unions sh r in k  w hile  t o t a l  a s s e t s  grew only a t  a very modest r a t e .  
The war b rough t c o n d it io n s  o f  u n s ta b le  working f o r c e ,  h igh  la b o r  tu rn o v e r ,  
and high  m o b il i ty  which a re  not conducive to  f o s t e r i n g  a s t r o n g  c r e d i t  
union movement. At the  same time c u r ta i lm e n t  o f  consumer du rab le s  
p roduction  p a r t i a l l y  l im i te d  the  need f o r  c r e d i t  union lo a n s .  Although 
d a ta  f o r  VTare accounts i s  not a v a i la b le  f o r  two war y e a r s ,  i n d ic a t io n s  
a re  t h a t  growth here  was q u i te  r e ta rd e d .  The l a t t e r  can be a t t r i b u t e d  
t o  th e  appea l to  th e  p u b l ic  to  purchase U.S. War Bonds as sav in g s  i n s t r u ­
ments as w e l l  as to  th e  high l e v e l  o f  la b o r  tu rn o v e r .
F in a l ly ,  Chart 1 shows the  ra p id  s u s ta in e d  growth o f  a l l  th re e  
s e r i e s  in  the  post-w ar p e rio d  with annual growth r a t e s  in  th e  ne ighbor­
hood o f  15-25 p e r  c e n t .  The e x cep tio n s  t o  t h i s  growth r a t e  a re  th e  even 
more rap id  growth o f  loans o u ts ta n d in g  in  th e  e a r ly  p o s t-w ar  p e r io d  (1946- 
1950), as they underwent a " ca tch in ^ -u p "  p rocess  from wartime lows, and 
th e  s l i g h t l y  l e s s  im press ive  growth r a t e  o f  12-13 p e r  cent which was 
experienced  in  1960, 1961, and 1962,
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P a r a l l e l i n g  th e  growth in  c r e d i t  union f i n a n c ia l  o p e ra t io n s  i s  
the  expansion in  th e  t o t a l  number o f  i n s t i t u t i o n s  o p e ra t in g  and membership 
in  th ese  i n s t i t u t i o n s .  The annual pe rcen tage  change in  th e  number, 
membership and t o t a l  a s s e t s  o f a l l  United S ta te s  c r e d i t  unions from 1932 
to  1962 i s  shown in  Chart 2. Both p o s i t iv e  and n e g a t iv e  quadran ts  are  
used so  t h a t  a  p o in t  p l o t t e d  above th e  zero  base  l i n e  re p re se n ts  a 
p o s i t iv e  r a t e  o f  change ( o r  growth) from the  p rev ious  y e a r ,  w hile  a 
p o in t  below th e  base  l i n e  re p re s e n ts  a n e g a t iv e  r a t e  o f  change ( o r  
d e c l in e ) .  P o in ts  a re  connected only to  i d e n t i f y  th e  s e r i e s  and t o  
p re s e n t  a v is u a l  image o f  growth t re n d  over s e v e r a l  y e a r s .  No in fo rm a tio n  
i s  a v a i la b le  on th e  growth p rocess  w ith in  any given y e a r .
The very im press ive  growth r a t e s  reco rded  du rin g  th e  1933-19**0 
p e r io d  can be a t t r i b u t e d  t o  the  impetus g iven the  c r e d i t  union movement 
by f e d e r a l  l e g i s l a t i o n  and a t te n d a n t  emphasis on o rg a n iz a t io n  and 
e d u c a t io n a l  programs and to  th e  sm a ll  base  upon which th e  in d u s try  was 
b u i ld in g .  The war y e a rs  saw an a c tu a l  d e c l in e  in  the  number o f i n s t i t u ­
t io n s  and in  membership, w hile  t o t a l  a s s e t s  con tinued  to  grow a t  a 
modest r a t e .  The s u s ta in e d  growth o f  th e  c r e d i t  union movement in  terms 
o f  number o f  i n s t i t u t i o n s  and number o f  members p a r a l l e l s  th a t  o f  c r e d i t  
union f i n a n c i a l  o p e ra t io n s  in  th e  p o s t-w ar  p e r io d .  However, th e  techn ique  
o f  showing percen tage  change r a th e r  than aggreg a tes  in  Chart 2 se rv es  t o  
h ig h l ig h t  th e  more modest r a t e  o f  growth in  th e  l a t t e r  1950 's and e a r ly  
1960 's  in  c o n t r a s t  to  the  e a r l i e r  pos t-w ar  p e r io d .  D e ta i led  a n a ly s is  o f  
th e  reasons fo r  t h i s  d e c l in e  in  growth r a t e s  w i l l  be rese rved  f o r  a l a t e r  
c h a p te r .
By th e  end o f  1962, every s t a t e  had c r e d i t  unions o p e ra t in g  
w ith in  i t s  b o rd e rs .  T h e ir  numbers ranged from a low o f  30 in  Alaska to
Per Cent Change
  Membership
_  __ Number of C redit Unions 
  Total Assets
/ n
-10
om ov0o>
CHART 2. Annual Percentage Change in  the NumberT Membership, and T ota l Assets of 
C red it Unions in  the United S ta te s ,  1932-1962.
Source: Table XXIV, Appendix A.
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1,659 in  C a l i f o r n ia ,  The d i s t r i b u t i o n  o f  unions th roughou t the  United 
S ta te s  i s  shown in  Figure 1. Seven s t a t e s  ( C a l i f o r n i a ,  I l l i n o i s ,  
Michigan, New York, Ohio, P enn sy lvan ia , and Texas) had over 1,000 c r e d i t  
unions each and accounted fo r  9,296 o f  the  n a t i o n ’s 21,050 un ions. A 
b e t t e r  in d ic a t io n  o f  the  r e l a t i v e  c o n c e n tra t io n  o f  c r e d i t  unions i s  th e  
p e rcen tage  o f  s t a t e  po p u la t io n  h o ld in g  c r e d i t  union membership shown in  
F igure  2, Membership in c r e d i t  unions ranged from 2 .7  p e r  cent in  
Arkansas t o  18.0 p e r  cen t o f  the  p o p u la t io n  in  Hawaii, The United S ta te s  
average was 7 ,1  p e r  cen t  and the  D i s t r i c t  o f  Columbia recorded  35.0 p e r  
cen t o f  th e  p o p u la t io n  as c r e d i t  union members.^
P e r  c a p i ta  ho ld ing s  of c r e d i t  union a s s e t s  in  1962 averaged 
$37,36 f o r  th e  U nited S ta te s  and ranged from $9,96 in  Arkansas t o  $131,61 
in  Hawaii, In th e  D i s t r i c t  o f Columbia th e  p e r  c a p i ta  average was 
$155.6**, V a r ia t io n s  in  shad ing  in  F igure  3 a re  used t o  i n d ic a t e  d i f f e r ­
ences in  p e r  c a p i ta  h o ld in g s  o f  c r e d i t  union a s s e t s  among th e  s t a t e s .  
G e n e ra l ly ,  s t a t e s  w ith  high  p ro p o r t io n s  o f  t h e i r  p o p u la t io n s  h o ld in g  
c r e d i t  union membership had high p e r  c a p i t a  a s s e t  h o ld in g s ,  and s t a t e s  
w ith low membership r a t i o s  had low p e r  c a p i t a  a s s e t  h o ld in g s .
I I I .  CREDIT UNIONS IN THE CONSUMER INSTALLMENT LOAN 
AND PERSONAL SAVINGS MARKETS
C re d it  union growth i s  a l s o  r e f l e c t e d  in  t h e i r  in c re a s e  in  
r e l a t i v e  importance in  the  f i n a n c i a l  markets in  which they  o p e ra te  as 
t h r i f t  and len d in g  i n s t i t u t i o n s .  Most c r e d i t  union loans are  o f  th e
^Doubtless some persons h o ld in g  membership in  D i s t r i c t  o f  
Columbia dom ic iled  c r e d i t  unions were r e s id e n ts  o f  n e ighb o ring  s t a t e s  
f o r  demographic purposes .
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6consumer in s ta l lm e n t  v a r i e ty .  At the  end o f  1939, c r e d i t  unions h e ld  
$132 m il l io n  o f  consumer in s ta l lm e n t  loans which amounted to  only fou r  
p e r  cent o f  th e  consumer in s ta l lm e n t  loans h e ld  by f i n a n c i a l  i n s t i t u t i o n s .  
By the  end o f  1962, c r e d i t  unions had in c re a se d  t h e i r  share  o f  th e  market 
t o  about $5.0 b i l l i o n ,  o r  12 p e r  cen t  o f the  consumer in s t a l lm e n t  loans 
h e ld  by f i n a n c ia l  i n s t i t u t i o n s  and 10 p e r  cen t o f  a l l  consumer i n s t a l l ­
ment c r e d i t  o u ts ta n d in g .  Chart 3 t r a c e s  the  development o f  commercial 
banks, s a l e s  f in ance  companies, consumer f in an ce  companies, c r e d i t  u n io n s ,  
and o th e r  f i n a n c i a l  i n s t i t u t i o n s  in  terms o f  t h e i r  r e l a t i v e  sh a re s  o f  th e  
consumer in s ta l lm e n t  c r e d i t  market from 1939 t o  1962.
C re d it  union bylaws u su a l ly  s t a t e  t h a t  loans w i l l  be made to  
members f o r  "p ro v id en t  and p ro d u c tiv e  p u rp o se s ."  Although no d a ta  i s  
a v a i la b le  on th e  uses o f  s t a t e  c r e d i t  union lo a n s ,  a  s tu dy  o f  f e d e r a l  
c r e d i t  union loan purposes conducted in  1961 should  give some in d ic a t io n  
o f  the  uses to  which meirbers apply t h e i r  lo an s .  I f  homes and home 
improvements a re  consid ered  to  be d u rab le  goods, 30.8 p e r  cen t  o f  the  
number o f  loans made and 52.3 p e r  cen t  o f  th e  t o t a l  amount loaned by the  
2,h9 7 f e d e r a l  c r e d i t  unions s tu d ie d  were f o r  th e  purchase o f  d u ra b le s ,  
w hile  th e  rem ainder were used f o r  item s rang ing  from investm ents  and 
in su rance  premiums t o  e d u c a t io n a l  expenses and t a x  payments. Table I 
shows the  percen tage  d i s t r i b u t i o n  o f  th e  number and amount o f  loans 
made d u rin g  1961 and average loan s iz e  by p r in c ip a l  purpose .
On December 31, 1962, t o t a l  loans o u ts ta n d in g  by c r e d i t  unions 
in  the  United S ta te s  were $5.5 b i l l i o n ;  almost $5.0 b i l l i o n  o r  91 p e r  
cen t were consumer in s ta l lm e n t  lo a n s .  See Tables XXV and XXVI in  
Appendix A.
7
"Purposes f o r  Which Loans Were Hade in  1961," Rep o r t  o f  
O p e ra t io n s , 1961 (Washington: Bureau o f Federa l C re d i t  Unions, UTS.
Department o f H e a l th ,  Education and W elfare , 1962), XXVII, pp. 33-36,
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TABLE I
PERCENTAGE DISTRIBUTION OF NUMBER AND AMOUNT OF LOANS MADE 
DURING 1961, AND AVERAGE LOAN, BY PRINCIPAL PURPOSE
[Based on d a ta  f o r  2,497 f e d e r a l  c r e d i t  unions r e p o r t in g ]
P ercen tage
P r in c ip a l  Purpose o f  Loan D is t r ib u t io n  Average
N umbe r  Amount-  oan
Loans f o r — 
A g r ic u l tu r e :
C a p i ta l  investm ent ( t r a c t o r s ,  l i v e s to c k ,
e t c . ) 0.4% 0.7% $ 804
C urren t p roduction  ( s e e d ,  f e e d ,  e t c . ) 0 .2 0 .3 617
Autom obiles:
New 4.5* 17.2 1,719
Used 8.2* 13.7 749
R epairs  and o th e r 6 .2 2 .7 191
O ther:
F u rn i tu re  and household ap p lian ces 6 .9* 5.7 368
Homes 2 .0* 5.0 1,128
Home improvements and maintenance 8.0* 8 .8 495
O ther d u rab le  goods ( b o a t s ,  house
t r a i l e r s ,  e t c . ) 1 .2* 1 .9 495
O ther nondurab les ( c l o t h in g ,  e t c . ) 2 .1 0 ,9 180
Loans t o  pay—
C urren t  l i v i n g  expenses 7 .7 3.2 190
E d u ca tio n a l  expenses 2 .7 1.9 326
Holiday and r e c r e a t io n  expenses 
( v a c a t io n s ,  g i f t s ,  e t c . ) 10.0 5,1 226
In su ran ce  premiums 3.4 1.2 164
M edical, h o s p i t a l ,  d e n ta l ,  and
f u n e ra l  expenses 8 .4 4 .8 255
Taxes 3,9 2 .1 240
Loans t o —
C o nso lida te  deb ts 15.1 14.9 437
Make in v es tm en ts :
In  b u s in e ss  ven tu res 0 .8 2 .2 1,208
In s t o c k ,  bonds, e t c . 0 .7 1 .3 868
Loans f o r  a l l  o th e r  purposes 7 .6 6 .4 376
TOTALS: l00.0% 100.0% $ 447
^Based on new money o n ly : excludes amounts to  re f in a n c e o ld  loans •
*D urables.
Source: "Purposes f o r  Which Loans Were Made in  1961," Report o f  O p e ra t io n s ,
1961 (Washington: Bureau o f  F edera l C re d it  Unions, U.S. Department o f
H e a l th , Education and W elfare , 1962), XXVII, pp. 33-36.
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The average s i z e  o f  c r e d i t  union loans extended du ring  1961
was $447 (when re f in a n c in g  o f  o ld  loans i s  excluded) and v a r ied  both
w ith  th e  s i z e  o f  the  c r e d i t  union and th e  purpose f o r  which the  loan
was g ran te d .  Average loan s iz e  f o r  th e  s m a l le s t  c r e d i t  unions ( a s s e t s
o f  under $5,000) was $123, w hile  th e  l a r g e s t  c r e d i t  unions ( a s s e t s  o f
8$5,000,000 o r  more) had an average loan  s i z e  o f  $557, New autom obile 
purchase loans averaged $1,719 w hile  loans t o  pay in su ra n ce  premiums 
averaged only $164, S ev e ra l  f a c to r s  o p e ra te  t o  keep th e  average s i z e  
o f  c r e d i t  union loans r e l a t i v e l y  sm a l l .  F ede ra l  law l im i t s  th e  maximum 
m atu r ity  o f  c r e d i t  union loans to  f iv e  y e a rs  and an in d iv id u a l  loan may 
no t exceed 10 p e r  cen t o f  th e  c r e d i t  u n io n 's  unimpaired c a p i t a l  and 
s u r p lu s .  Coupled with th e  f a c t  t h a t  a lm ost 25 p e r  cen t o f  th e  f e d e r a l  
c r e d i t  unions o p e ra t in g  in  1961 had t o t a l  a s s e t s  o f  under $25,000 and 
75 p e r  cen t had a s s e t s  o f  l e s s  than $100,000, th e s e  f a c t o r s  ex p la in  an 
im portan t r e s t r a i n t  to  c r e d i t  union average loan  s i z e .  These l im i t a t i o n s  
ten d  to  e x p la in  why home loans accounted f o r  such a sm a ll  p ro p o r t io n  o f  
t o t a l  loans extended (2 .0  p e r  cen t o f  th e  number and 5 .0  p e r  cen t o f  the  
amount in  1961).
P a r a l l e l i n g  t h e i r  growth in  th e  consumer in s ta l lm e n t  loan  
m arke t, c r e d i t  unions have a ls o  in c re a s e d  t h e i r  sh a re  o f  p e rso n a l  sa v in g s  
h e ld  by f i n a n c ia l  i n s t i t u t i o n s .  P e rso n a l  sav ing s  h e ld  in  s e l e c te d  media 
in  the  United S ta te s  from 1947 to  1962 i s  shown in  Table I I .  During t h i s  
p e r io d ,  c r e d i t  unions in c re a se d  t h e i r  h o ld in g s  o f p e rs o n a l  sav ings  by 
12 1/2 tim es (from $500 m il l io n  in  1945 to  $6.3  b i l l i o n  in  1961) w hile  
sav in gs  and loan a s s o c ia t io n s  in c re a se d  t h e i r  h o ld in g s  by 8 t im e s ,
aI b i d . ,  p . 36.
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TABLE I I
SAVINGS OF INDIVIDUALS IN SELECTED MEDIA 
1947-1962
( B i l l i o n s  o f  D o lla rs )
Year
Savings 
6 Loan 
A ss 'n s .
Mutual
Savings
Banks
Comm'l.
Banks
C red it
Unions
U. S.
Savings
Bonds
P o s ta l
Savings Tot a l
1947 $ 9 .8 $17.7 $34,7 $0.5 $46.2 $3.5 $112.4
1948 11.0 18.4 35.0 0 .6 47.8 3.4 116.2
1949 12.5 19.3 35.1 0 .7 49.3 3 .3 120,2
1960 14.0 20.0 35.2 0 .9 49.6 3,0 122,7
1951 16.1 20.9 36.6 1.1 49.1 2 .8 126.6
1952 19.2 22.6 39.3 1.4 49,2 2 .7 134.4
1953 22.8 24 ,3 42,0 1.7 49.4 2 .5 142.7
1954 27.3 26 .3 44.7 2.0 50.0 2 .2 152,5
1955 32.2 28 .1 46.3 2.4 50.2 2 .0 161,2
1956 37.1 30.0 48.5 2.9 50.1 1 . 7 ’ 170,3
1957 41.9 31.7 53.7 3.4 48.2 1 .4 180.3
1958 48.0 34,0 60.0 3.9 47,7 1.2 194.8
1959 54.6 34.9 62.9 4.4 45.8 1.0 203.6
1960 62.2 36.3 67.5 4.9 45.3 0 .8 217,0
1961 70.9 38.3 74.8 5.7 46.4 0 .7 236.8
1962 80.4 41.3 88.1 6.3 46,9 0 .6 263.6
PERCENTAGE DISTRIBUTION
1947 8.7% 15,7% 30.9% 0.4% 41.2% 3.1% 100.0^
1948 9 .5 15.9 30.1 0 .5 41.1 3.9 100.0
1949 10 .4 16.1 29.2 0 .6 41.0 2 .7 100.0
1950 11 .4 16.1 28 .7 0 .7 40 .4 2 .5 100.0
1951 12 .7 16.5 28.9 0.9 38.8 2 ,2 100.0
1952 14 .3 16.8 29.2 1 ,1 36.6 2 .0 100,0
1953 16.0 17,0 29.4 1.2 34.6 2 .0 100.0
1954 17.9 17.2 29 .3 1 .3 32.8 1 .5 100.0
1955 20.0 17,4 28 .7 1.5 31.1 1 .3 100.0
1956 21.8 17.6 28.5 1 .7 29.4 1.0 100.0
1957 23.2 17.6 29.8 1.9 26,7 0 .8 100.0
1950 24.6 17.5 30.8 2.0 24.5 0 .6 100.0
1959 26 .8 17.1 30.9 2.2 22.5 0 ,5 100.0
1960 28 .7 16.7 31.1 2 .3 20.8 0 .4 100.0
1961 29.9 16.2 31.6 2.4 19.6 0 .3 100.0
1962 30.5 15,7 33.4 2.4 17.8 0 .2 100.0
Source: F ed e ra l  Home Loan Bank Board.
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commercial banks and mutual sav ings  banks by 2 1/2 t im e s ,  U.S. sav ings  
bonds h e ld  about th e  same, and p o s ta l  sav in g s  d e c l in e d  to  1/6 o f  1947 
ho ld ings  o f  p e rso n a l  sa v in g s .  Thus, c r e d i t  unions were th e  f a s t e s t  
growing o f  th e se  sav ings  media in  terms o f  p e rso n a l  sav ings  he ld  in  th e  
1947-1962 p e r io d  and in c re a se d  t h e i r  h o ld in g s  from 0 .4  p e r  cent t o  2 .4  
p e r  cen t o f  the  p e rso n a l  sav in g s  h e ld  in  th e s e  media,
IV. SUMMARY
Thus, by th e  end of 1962, c r e d i t  unions were o p e ra t in g  In 
every  s t a t e  and one out o f  every fo u r tee n  Americans h e ld  membership in  
one o f  th e  21,050 o p e ra t in g  c r e d i t  un ion s . The p o s t-w ar  p e r io d  has seen 
c r e d i t  unions growing a t  an im press ive  r a t e  and, excep t f o r  re c e n t  y e a r s ,  
a s u s ta in e d  high  r a t e .  During t h i s  p e r io d ,  c r e d i t  unions have in c re a se d
t h e i r  sh a re  o f  both th e  consumer in s ta l lm e n t  loan and p e rso n a l  sav in g s
m arke ts , becoming th e  t h i r d  l a r g e s t  f i n a n c i a l  i n s t i t u t i o n  in  th e  i n s t a l l ­
ment c r e d i t  m arket. Although c r e d i t  unions remain r e l a t i v e l y  sm a ll  among 
f i n a n c i a l  i n s t i t u t i o n s  (average  a s s e t s  e q u a l le d  $345,224 on December 31, 
1962), they  have been th e  f a s t e s t  growing type  o f  f i n a n c i a l  i n s t i t u t i o n
in  both  the  in s ta l lm e n t  loan and p e rso n a l  sav ing s  m arke ts .
CHAPTER I I
THE GROWTH AND DEVELOPMENT OF CREDIT 
UNIONS IN LOUISIANA
In th e  summer o f  192*4, R. J ,  Weinmann, a New O rleans a t to r n e y ,  
d r a f t e d  and a s s i s t e d  in  gu id ing  through th e  l e g i s l a t u r e  a b i l l  which was 
to  become Act HO o f  192*4, making L o u is ian a  th e  e ig h te e n th  s t a t e  t o  adopt 
l e g i s l a t i o n  p ro v id in g  f o r  th e  o rg a n iz a t io n  o f  c r e d i t  unions* In December 
o f  t h a t  y e a r ,  the  s t a t e ' s  f i r s t  c r e d i t  union was o rgan ized  among employees 
o f  th e  New O rleans Post O f f ic e ,  By December 31 , 1962, th e  Post O ff ice  
Employees C re d i t  Union had a s s e t s  in  excess  o f  one m il l io n  d o l l a r s  and 
i t s  1,865 members rece iv ed  d iv idends a t  the  r a t e  o f  6 ,5  p e r  cent on 
$813,200 in  s h a re s .
While few c r e d i t  unions can b o a s t  o f  th e  growth p a t t e r n  
dem onstra ted  by t h i s  i n s t i t u t i o n ,  th e  movement as a whole has shown a 
remarkable growth r a t e  in  L o u is ia n a ,  i n t e r r u p te d  only d u r in g  th e  war 
y e a rs  o f  19*42-19*43, On December 31, 1962, L o u is ia n a 's  97 s t a t e  and 316 
f e d e r a l  c r e d i t  unions had a t o t a l  o f  199,72U members (6 ,0  pe r  cen t  o f 
th e  L ou is iana  p o p u la t io n )  and c o n t r o l le d  a s s e t s  in  excess o f  $92 m i l l io n ,  
L o u is ia n a 's  c r e d i t  unions h e ld  fo u r  p e r  cen t o f  th e  i n s t i t u t i o n a l i z e d  
p e rso n a l  sav ings  and had ou ts  ten d in g  15,5 p e r  cent o f th e  consumer 
in s ta l lm e n t  loans h e ld  by f i n a n c ia l  i n s t i t u t i o n s  in  the  s t a t e .  This 
c h a p te r  t r a c e s  th e  growth p a t te r n  o f  L ou is iana  c r e d i t  unions and compares 
t h i s  development w ith th a t  o f  o th e r  f i n a n c i a l  i n s t i t u t i o n s  in  th e  s t a t e
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and w ith c r e d i t  union growth in th e  n a t io n  as a whole. S p e c ia l  a t t e n t i o n  
i s  given in  the  a n a ly s is  to  development du ring  th e  post World War I I  
p e r io d ,
I ,  THE PATTERN OF LOUISIANA CREDIT UNION DEVELOPMENT
During the  f i r s t  decade o f  e x is te n c e  in  L o u is ia n a ,  th e  c r e d i t  
union form o f  f i n a n c ia l  i n s t i t u t i o n  enjoyed bu t a modest r a t e  o f  growth. 
By December 31, 1933, th e r e  were only t h i r t e e n  o p e ra t in g  c r e d i t  unions 
with  a s s e t s  o f  $18*+,000. The sm a ll  amount o f  e d u c a t io n a l  and o rg an iza ­
t i o n a l  a c t i v i t y  t h a t  was be in g  c a r r i e d  out was done on a v o lu n te e r  b a s i s  
by in d iv id u a ls  i n t e r e s t e d  in  the  c r e d i t  union form. The y e a r  193*+ saw 
s e v e r a l  ev en ts  which s t im u la te d  th e  r a t e  o f  development o f  c r e d i t  un ions . 
F i r s t ,  the  passage o f  f e d e r a l  l e g i s l a t i o n  p ro v id in g  f o r  e s ta b l ish m e n t  o f  
a n a tion -w ide  system o f  f e d e ra l  c r e d i t  unions in c re a se d  th e  volume of 
p u b l ic i ty  and o rg a n iz a t io n a l  a c t i v i t y  and led  to  th e  c h a r t e r in g  o f  a 
number o f  new c r e d i t  unions in  L o u is ia n a ,^  Second, the  g r e a t e r  concen­
t r a t i o n  o f  e f f o r t  e x e r te d  in  th e  d i r e c t io n s  o f  educa tion  and o rg a n iz a t io n  
by the  newly formed L ouisiana  C re d i t  Union League and th e  C re d it  Union 
N a tio n a l  A ssoc ia tion  sp read  knowledge o f  th e  advantages o f  th e  c r e d i t  
union form. F in a l ly ,  improving economic c o n d it io n s  p rov ided  an en v iro n ­
ment conducive t o  th e  development o f  a f i n a n c i a l  i n s t i t u t i o n  o p e ra t in g  
in  the  markets f o r  p e rso n a l  sav ing s  and consumer lo a n s .
Following passage o f  f e d e r a l  c r e d i t  union l e g i s l a t i o n ,  th e  
number o f  c r e d i t  unions o p e ra t in g  in  L o u is iana  in c re a se d  ra p id ly
1Among th ese  new c r e d i t  unions was D. H, Holmes F edera l  C re d it  
Union o f  New Orleans which rece iv ed  f e d e r a l  c r e d i t  union c h a r t e r  number 3 
on October 8 , 19 34,
throughout the  l a t t e r  p a r t  o f  the  1930's and u n t i l  1942, reach ing  a peak 
o f  166 by December 31 o f  t h a t  y e a r .  Of t h i s  number, 55 were o p e ra t in g  
under s t a t e  su p e rv is io n  while 111 were fe d e ra l ly  c h a r te re d .  The t o t a l  
number o f  c r e d i t  unions in  op era tion  d ec lin ed  du ring  the  remaining war 
y e a r s ,  1943-1945, w ith f e d e ra l  c r e d i t  unions be ing  a f f e c te d  somewhat 
more s e v e re ly .  The number o f c h a r te re d  f e d e ra l  c r e d i t  unions d ec lin ed  
continuously  during  the  194S-1947 p eriod  from 111 in  1942 t o  71 in  1947, 
The number o f  s t a t e  c r e d i t  unions a c tu a l ly  continued to  in c re a s e  during 
1943 and d ec lined  but s l i g h t l y  in  1944-1945 befo re  beg inn ing  to  expand 
again in  1946. The number o f  c h a r te re d  c r e d i t  unions in  L o u is ian a , 
1930-1962, i s  shown in  Chart 4.
Perhaps a b e t t e r  p ic tu re  o f  th e  volume o f  L ouis iana  c r e d i t  
union a c t i v i t y  during  t h i s  pe riod  can be gained by observa tion  o f  
f in a n c ia l  d a ta .  Chart 5 shows the  volume of t o t a l  a s s e t s ,  loans o u t­
s ta n d in g ,  and p a id - in  share  c a p i t a l  o f  a l l  Louisiana  c r e d i t  unions as 
o f  December 31 fo r  the  y ears  1931-1962. Using the  r a t i o  o r  semi- 
lo g a r i th m ic  s c a le  which h ig h l ig h t s  r a te s  o f  change r a th e r  than  amounts 
o f change, Chart 5 shows c le a r ly  the  high r a t e  o f  growth experienced  by 
c r e d i t  union a c t iv i t y  during  the  l a t t e r  193 0 's ,  Using th e s e  f in a n c ia l  
measures of c r e d i t  union a c t i v i t y ,  i t  can be seen th a t  a c t i v i t y  reached 
a peak in  1941, s t a b i l i z e d  o r  d ec lined  bu t  s l i g h t l y  during  1942-1943, 
and began to  r i s e  again in  1944-1947, bu t a t  a much more modest r a t e  
than in  th e  pre-w ar p e r io d .  An excep tion  to  t h i s  p a t te r n  was the  volume 
o f  loans ou ts tand ing  which d ec lined  sh a rp ly  during  1942-1943, remained 
a t  low le v e ls  during  1944-1945,and rose  sh a rp ly  in  a ca tch ing -up  process  
during  1946-1947, This p a t te rn  o f  development in  L ouisiana  c lo se ly
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CHART 4. Nunber of State and Federal Credit Unions in  Louisiana, 
Decenber 31, 1930-1962.
Source: Tables XXVII, XXVIII, and XXIX, Appendix A.
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p a r a l l e l s  th a t  o f  the United S ta te s  as a whole, as desc r ibed  above in  
Chapter I .
These f in a n c ia l  measures confirm  the  d ivergen t e f f e c t s  o f the 
war on s t a t e  and fe d e ra l  c r e d i t  unions which was shc-wn by the  d a ta  on 
number o f  i n s t i t u t i o n s  ho ld ing  c h a r te r s ,  Using t o t a l  a s s e t s  f o r  the 
comparison, re fe rence  to  Chart 6 shows the  r e l a t i v e  impact o f the  pre-war 
s tim u lus  t o  a c t iv i t y  and the  wartime and post-w ar developments as they 
a f f e c te d  s t a t e  and f e d e ra l  c r e d i t  unions. Although expanding a c t i v i t y  
l e s s  ra p id ly  than f e d e ra l  c r e d i t  unions during  the  pre-w ar p e r io d ,  
s t a t e - c h a r t e r e d  c r e d i t  unions experienced merely a d e c l in e  in  the  r a te  
o f  growth during the  war years  o f  19*42-1945 w hile  f e d e ra l  c r e d i t  unions 
had ab so lu te  d ec lin e s  in  t h e i r  volume o f a s s e t s  during  1942-1943, This 
g r e a te r  impact on f e d e ra l  c r e d i t  unions can be exp la ined  a t  l e a s t  in  
p a r t  by the  h ig h e r  number o f  new i n s t i t u t i o n s  formed du ring  th e  l a t e  
1 9 3 0 's ,  which meant th a t  th e re  were more young i n s t i t u t i o n s  ho ld ing  
f e d e ra l  c h a r te r s  a t  the o u ts e t  o f  the  war. These c r e d i t  unions were 
le s s  ab le  t o  w iths tand  th e  shock o f an in c re a se  in  la b o r  tu rn o v e r  and 
a d e c l in e  in  loan volume which the  war e f f o r t  b rough t, Yet o th e r  reasons 
fo r  t h i s  divergence in  t ren d s  might be found i f  i t  were p o s s ib le  to  make 
d e ta i l e d  comparisons o f  the o p e ra tin g  c h a r a c t e r i s t i c s  o f  th e  in d iv id u a l  
s t a t e  and f e d e ra l  i n s t i t u t i o n s  invo lved ; however, such an examination 
i s  n e i t h e r  w ith in  the scope o f  the p re se n t  in qu iry  no r  i s  i t  p o s s ib le  on 
the  b a s is  o f  p re se n t ly  a v a i la b le  in fo rm ation .
The re tu rn  to  peacetime economic and f in a n c ia l  co n d it io n s  
fo llow ing the c lose  o f World War I I  brought a number o f f a c to r s  favorab le  
to  the  re v iv a l  o f i n t e r e s t  in  c r e d i t  unions. U npara lle led  p r o s p e r i ty ,  
the r e s u l t  o f a con tinua tio n  o f  the i n d u s t r i a l i z a t i o n  o f the  Louisiana
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econony begun du ring  the  l a t e  1930 's  and s t im u la te d  by th e  war e f f o r t ,  
p rov ided  a h e a l th f u l  environment f o r  th e  e s ta b l ish m e n t  o f  new c r e d i t  
unions and the  expansion o f  o ld e r  u n i t s .  Decline o f  th e  p a t r i o t i c  
appea l o f  U.S. sav ings  bonds fo r  th e  sav ings  d o l l a r  o f  in d iv id u a ls  
made newly saved funds a v a i la b le  t o  the  c r e d i t  u n io n ,  and a h igh  l e v e l  
demand f o r  consumer loans o f  a l l  k inds made i t  p o s s ib le  f o r  th e  c r e d i t  
union to  o f f e r  s a f e ty  and a s u b s t a n t i a l l y  h ig h e r  r e tu rn  t o  s a v e rs  than  
o th e r  i n s t i t u t i o n s  a t  t h a t  tim e.
R e fe rr in g  again  t o  Chart 4 ,  one n o t ic e s  t h a t  th e  number o f  
c r e d i t  unions in  L ouisiana  began to  in c re a s e  again  a t  a f a i r l y  r a p id  
r a t e  du ring  the  l a t e  1940 's  and con tinued  to  in c re a s e  w ith  b u t  s l i g h t  
i n t e r r u p t io n  th roughout th e  1950*s and e a r ly  1960*s. The s t r i k i n g  
fe a tu re  o f  t h i s  tremendous growth in  the  number o f  i n s t i t u t i o n s  i s  th e  
f a i l u r e  o f  s t a t e - c h a r t e r e d  i n s t i t u t i o n s  t o  keep pace in  term s o f  numbers 
w ith  f e d e r a l  c r e d i t  un ions. D ivid ing  th e  pos t-w ar  p e r io d  i n to  th r e e  
p a r t s  f o r  the  purpose o f  a n a l y s i s ,  one se e s  t h a t  w h ile  s t a t e - c h a r t e r e d  
c r e d i t  unions in c re a se d  in  number from 66 in  1947 to  105 in  1952, an 
average annual growth r a te  o f  9 .7  p e r  c e n t ,  t h e i r  numbers a c tu a l ly  
d e c l in e d  on ba lance  t h e r e a f t e r ,  le a v in g  only 97 on December 31, 1962, 
o r  a n e t  growth r a te  p e r  y e a r  f o r  the  e n t i r e  1947-1962 p e r io d  o f  only 
2 ,6  per  c e n t .  At th e  same t im e , the  number o f  f e d e r a l ly  c h a r te re d  
unions in c re a se d  a t  an average annual r a t e  o f  10.5  p e r  cen t d u r in g  the  
e n t i r e  1947-1962 p e r io d j  co n seq u en tly ,  th e r e  were 316 f e d e r a l  c r e d i t  
unions by December 31, 1962, compared with only 71 on t h a t  d a te  in  1947. 
The agg rega te  number o f  c r e d i t  unions grew a t  an average y e a r ly  r a t e  o f  
7 .3  pe r  cen t  from 1947 to  1962, growing a t  1 1 ,5 ,  7 ,9 ,  and 2 ,8  p e r  c e n t
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p e r  y e a r  in  th e  1947-1952, 1952-1957, and 1957-1962 p e r io d s ,  r e s p e c t iv e ly .  
These d a ta  a re  shown in  Table H I .
The p a t t e r n  o f  expansion in  the  number o f  c r e d i t  unions du ring
the e a r ly  post-w ar p e r io d ,  1947-1952, can be ex p la in e d  by a number o f
f a c t o r s .  The wartime l u l l  in  form ation  o f  new u n i t s  p lu s  the  h ig h ly
fav o ra b le  economic c o n d it io n s  o f  th e  e a r ly  p o s t-w ar  p e r io d  gave impetus
t o  th e  o rg a n iz a t io n  o f  new c r e d i t  unions a t  a r a p id  r a t e .  A d d i t io n a l ly ,
t h i s  was the  time a t  which the L ou is iana  C re d it  Union League came under
f u l l - t im e  p ro f e s s io n a l  management and began a well-managed program o f
p u b l ic i ty  and o rg a n iz a t io n  designed to  b r in g  th e  b e n e f i t s  o f  c r e d i t  union
s e r v ic e  t o  a la rg e  p ro p o r t io n  o f  th e  L ou is iana  p o p u la t io n .  F i n a l l y , . both
2
the  Bureau o f  F ede ra l  C re d i t  Unions and th e  L ou is iana  Banking Department 
were g ra n t in g  c h a r te r s  w ith  l i t t l e  r e s t r a i n t  t o  a lm ost any group making 
a p p l ic a t io n  which appeared to  be homogeneous and could  o f f e r  a membership 
p o t e n t i a l  in  excess o f  about 50 p e rso n s .  Thus, the  combination o f  ease  
in  s e c u r in g  a c h a r t e r ,  fav o rab le  economic c o n d i t io n s ,  and o r g a n iz a t io n a l  
a c t i v i t y  can be c re d i te d  w ith  the  ra p id  m u l t i p l i c a t io n  o f  c r e d i t  unions 
du rin g  the  1947-1952 p e r io d .
The d iv e rg en t  t r e n d  between th e  e s tab l ish m en t o f  new s t a t e  and 
new f e d e r a l  c r e d i t  unions a f t e r  1952 can be a t t r i b u t e d  l a r g e ly  t o  a 
change in  a t t i t u d e  on the  p a r t  o f  S ta te  Banking Department o f f i c i a l s  
toward the  f re e  g ra n t in g  o f  c h a r t e r s .  On the b a s i s  o f  a r e a p p r a i s a l  o f  
p a s t  c h a r t e r in g  and experience  w ith  u n d e rs ize d ,  undermanaged, and
2Much o f  the  in fo rm ation  about s t a t e  c h a r t e r in g  p r a c t ic e s  was 
drawn from an in te rv ie w  w ith  Mr. Clement S. Ruf, Deputy S u p e rv iso r ,
S ta te  Banking Department, and Mr, Eads P, Thomas, C re d it  Union Examiner, 
S ta te  Banking Department, a t  New O rlean s ,  L o u is ia n a ,  on January  28 , 1963,
<♦0
TABLE I I I
AVERAGE ANNUAL RATE OF GROWTH OF CREDIT UNIONS 
IN LOUISIANA, SELECTED SERIES AND YEARS, 1947 -  1962.
S e r ie s
Average annual r a t e  o f  change 
(p e r  cent per y e a r )
1947-1962 1947-1952 1952-1957 1957-1962
Number o f  C re d it  Unions
S ta te 2.6 9.7 -0 .8 -0 .8
Federa l 10.5 14.8 12.9 4 .1
All 7 .3 11.5 7 .9 2 .8
Lo;<ns O utstand ing
S ta te 21.9 34.4 20.4 11.9
Federa l 24.4 34.5 26.7 13.1
All 23.7 34.4 24,8 12.8
T o ta l  A ssets
S ta te 20,7 29.3 20.4 13.0
F e d e ra l 22,0 27.7 25.2 13.7
A ll 21.6 27.9 23.9 13.5
Share C a p ita l
S ta te 20.6 28.5 20.4 13.4
F edera l 21.8 27.6 24.5 13.7
All 21.5 27.9 23.4 13.6
Source: Tables XXVII, XXVIII, XXIX, Appendix A
mnonhomogeneous groups, th e  Department took a "go slow" a t t i t u d e  toward 
th e  i s su e  o f  f u r th e r  c h a r t e r s  w ith  the  r e s u l t  t h a t  i t  became r e l a t i v e l y  
more d i f f i c u l t  t o  o b ta in  s t a t e  than  f e d e r a l  c h a r t e r s .  O ther c o n d i t io n s  
rem aining f a v o ra b le ,  th e  number o f  new f e d e r a l  c r e d i t  unions con tinued  
t o  in c re a s e  a t  a rap id  pace during  the  1952-1957 p e r io d .
The 1957-1962 p e rio d  saw s e v e r a l  developments which combined
to  slow th e  r a t e  o f  expansion o f  th e  number o f  c r e d i t  u n ions . While
3
the  "go slow" p o licy  o f  the  s t a t e  a u t h o r i t i e s  remained in  e f f e c t ,  th e  
r a t e  o f  o rg a n iz a t io n  o f  new fe d e ra l  c r e d i t  unions began t o  d e c l in e  as 
the  L ou is iana  economy expanded l e s s  ra p id ly  and th e  number o f  unorganized  
b u t  p o t e n t i a l  member groups d e c l in e d .  Less fav o ra b le  f i n a n c i a l  c o n d it io n s  
tended t o  slow c r e d i t  union development a l s o ,  as commercial banks and 
o th e r  len d e rs  made e v e r  g r e a t e r  e f f o r t s  to  t a p  th e  l u c r a t i v e  consumer 
c r e d i t  market and as th e  com petit ion  f o r  sav in g s  pushed th e  r a t e s  
o f fe re d  by o th e r  media i n to  com petit ive  range o f  th e  d iv id en d  r a t e s  
b e in g  paid  by c r e d i t  un ions .
Louisiana  c r e d i t  union a c t i v i t y  as in d ic a te d  by th e  volume o f  
loans o u ts ta n d in g ,  sh a re  c a p i t a l ,  and t o t a l  a s s e t s  (C hart 5) grew even 
more ra p id ly  during  th e  1947-1962 p e r io d  than  re fe re n c e  t o  th e  number 
o f  i n s t i t u t i o n s  alone shows. Perhaps the  most o u ts ta n d in g  development 
in  the  e a r ly  post-w ar a c t i v i t y  was th e  ex trem ely  ra p id  expansion  o f  
loans during  1946-1948 as the demand f o r  consumer loans recovered  from 
wartime lows. Even though t h i s  "ca tch in g -u p "  p rocess  ended by th e  c lo s e
3
Only one new c h a r t e r  was i s su e d  between January  1 ,  1959, and 
December 31, 1962, and t h i s  c r e d i t  union was in  th e  p ro cess  o f  l i q u i d a t i o n  
by the  l a t t e r  date*
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o f  th e  1 9 4 0 's ,  c r e d i t  union a c t i v i t y  con tinued  a t  a r a p id  pace th roughout 
th e  e n t i r e  1947-1952 period*
Using t o t a l  a s s e t s  as a measure o f  growth in  f i n a n c i a l  s t r e n g t h ,  
re fe re n c e  t o  Table I I I  shows an average growth r a t e  f o r  a l l  L ouis iana  
c r e d i t  unions of 21 ,6  p e r  cent a y e a r  over  th e  1947-1962 p e r io d .  For 
th e  th re e  s u b - p e r io d s ,  1947-1952, 1952-1957, and 1957-1962, th e  annual 
growth r a t e  was 2 7 ,9 ,  2 3 ,9 ,  and 13,5 p e r  c e n t ,  r e s p e c t iv e ly .  An 
i n t e r e s t i n g  fe a tu re  here  i s  the  very c lo se  com parative performance o f  
th e  s t a t e  and f e d e r a l  u n i t s  (See Chart 6) in  c o n t r a s t  t o  th e  d iv e rg e n t  
growth t r e n d  in  numbers o f  c r e d i t  un ions . Both s t a t e  and f e d e r a l  c r e d i t  
unions showed more ra p id  growth when viewed from th e  s ta n d p o in t  o f  
f i n a n c i a l  measures than when th e  number o f i n s t i t u t i o n s  alone was 
considered} as a r e s u l t ,  th e  average s i z e  o f  both  s t a t e  and f e d e r a l  
c r e d i t  unions in c re a sed  over th e  p e r io d .  (See Table IV).
The p a t t e r n  o f  development in  f i n a n c i a l  a c t i v i t y  from World 
War I I  through 1962 can be exp la ined  l a rg e ly  by th e  same f a c to r s  which 
account fo r  th e  p a t t e r n  o f  expansion o f  th e  number o f  new i n s t i t u t i o n s .
The average growth r a te  o f  27,9 pe r  cen t  in  both t o t a l  a s s e t s  and sh a re  
( s a v in g s )  c a p i t a l  and 34,4 per  cen t in  loans o u ts ta n d in g  from 1947 to  
1952 can be a t t r i b u t e d  t o  the  h igh ly  fav o ra b le  economic and f i n a n c ia l  
c o n d it io n s  o f  the  p e r io d ,  to  p rom otional a c t i v i t i e s ,  and t o  a ca tch in g -u p  
p rocess  from the  subnormal war p e r io d .  Continued expansion o f  th e  th re e  
s e r i e s  in  th e  neighborhood o f  24,0 p e r  cen t p e r  y e a r  du ring  1952-1957, 
can be a t t r i b u t e d  to  th e  same f a c t o r s ,  w ith th e  p o s s ib le  ex cep tio n  o f  
th e  ca tch in g -u p  p ro c e ss .  And the s u b s t a n t i a l  b u t  le s s  s p e c ta c u la r  growth 
in  the  demand fo r  c r e d i t  union s e rv ic e s  w ith  g r e a te r  com petit ion  be ing
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TABLE IV
AVERAGE ASSETS OF CREDIT UNIONS OPERATING IN LOUISIANA, 
DECEMBER 31, SELECTED YEARS, 1942-1962.
Year S ta te Federa l A ll
1962 $232,953 $220,486 $223,414
1957 121,562 141,782 136,109
1952 46,127 84,766 64,209
1947 2 1 ,2 1 1 49,508 34,371
1942 14,183 18,411 17,010
Source; Tables XXVII, XXVIII, XXIX, Appendix A.
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faced  by c r e d i t  unions in  th e  markets f o r  consumer loans and p e rso n a l  
s a v in g s .
I t  i s  more d i f f i c u l t  to  e x p la in  th e  performance o f  s t a t e  c r e d i t  
unions r e l a t i v e  to  t h e i r  f e d e r a l ly  c h a r te re d  c o u n te rp a r t s  in  view o f  
th e  d iv e rg e n t  t re n d s  in  th e  number o f  u n i t s .  Using mean t o t a l  a s s e t s  
p e r  c r e d i t  union as a measure o f  s i z e ,  re fe re n c e  t o  Table  V shows th a t  
th e  average annual growth r a t e  in  s i z e  o f  s t a t e - c h a r t e r e d  c r e d i t  unions 
c o n s i s t e n t ly  exceeded th a t  o f  f e d e r a l  c r e d i t  unions d u rin g  th e  19*47-1962 
p e r io d  and in  th e  su b d iv is io n s  o f  t h i s  p e r io d .  This m athem atical f a c t  
steins d i r e c t l y  from the  s low er r a t e  o f  expansion in  numbers o f  u n i t s  
in  co n jun c tion  w ith  a comparable r a t e  o f  growth in  command over t o t a l  
a s s e t s  shown by s t a t e  c r e d i t  un ions.
The g r e a t e r  r e l a t i v e  growth r a t e  in  average s i z e  o f  s t a t e  c r e d i t  
unions may be ex p la in ed  a t  l e a s t  in  p a r t  by re fe re n c e  to  th e  growth 
p a t te r n  o f  c r e d i t  unions as they develop over t im e . The s i z e  o f  a 
c r e d i t  union tends to  in c re a s e  w ith  age , a t  l e a s t  t o  a p o in t .  S ev e ra l  
f a c to r s  account f o r  the  tendency o f  c r e d i t  union s i z e  t o  expand w ith  the  
age o f  th e  i n s t i t u t i o n :  ( 1 ) c r e d i t  unions l i k e  o th e r  b u s in e ss  firm s
ra re ly  begin  o p e ra t io n s  a t  t h e i r  maximum p o t e n t i a l  le v e ls }  th us  th e r e  
i s  a growth phase w ith in  th e  l i f e  cyc le  o f  th e  i n s t i t u t i o n ;  ( 2 ) as th e
s i z e  o f th e  membership group , incom es, and c r e d i t  demands change, so  does
the p o t e n t i a l  volume o f a c t i v i t y  which can be e x p ec ted ;  and ( 3 ) th e re
i s  a s t ro n g  presumption t h a t  c r e d i t  unions were f i r s t  begun among groups
w ith  th e  g r e a t e s t  p o t e n t i a l  l e v e l  o f  u sag e , w ith  the  consequence th a t  
o ld e r  i n s t i t u t i o n s  had a l a r g e r  growth p o t e n t i a l  than  more re c e n t ly  
o rgan ized  groups. The com paratively  slow r a t e  o f  form ation  du rin g  the
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TABLE V
AVERAGE ANNUAL GROWTH RATE IN MEAN ASSET SIZE OF 
LOUISIANA CREDIT UNIONS, SELECTED YEARS, 1947 -  1962.
Years S ta te  f e d e r a l  A ll
1947-1962 17.3 10.5 13.3
1947-1952 16.8 11.4 13,3
1952-1957 21 .4 1 0 . 8 16.2
1957-1962 16.1 9.2 10.4
Source: Tables XXVII, XXVIII, XXIX, Appendix A.
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p o st-w ar p e r io d ,  th e  more s t a b l e  wartime ex p erien ce  and th e  e a r l i e r  
enactment o f  s t a t e  l e g i s l a t i o n  combine t o  e x p la in  th e  g r e a t e r  average 
age o f  s t a t e  c r e d i t  un ions. F u r th e r  a n a ly s i s  o f  th e  developm ental 
p a t t e r n  o f  s t a t e  and f e d e r a l ly  c h a r te re d  c r e d i t  unions w i l l  be l e f t  t o  
Chapter I I I  which c o n ta in s  more d e ta i l e d  s tu d y  o f  th e  o p e ra t in g  ch a rac ­
t e r i s t i c s  o f  th e  two forms and a comparison of th e  l e g a l  framework under 
which each o p e ra te s .
I I .  GEOGRAPHIC CONCENTRATION OF CREDIT 
UNIONS IN LOUISIANA
The movement which began in  December, 1924, in  New Orleans 
w ith  the  o rg a n iz a t io n  o f  the  P o s ta l  C red it  Union had become s ta te -w id e  
w ith  413 i n s t i t u t i o n s  o p e ra t in g  in  39 o f  L o u is ia n a 's  64 p a r i s h e s  by 
y e a r ' s  end 1962. S t i l l ,  as F igure  4 r e v e a l s ,  th e  bulk  o f  c r e d i t  union 
o p e ra t io n s  a re  con fined  t o  th e  p opu la tion  c e n te r s  o f  the  s t a t e .  Three 
p a r i s h e s ,  Caddo, East Baton Rouge, and O rlea n s ,  had 33 p e r  cen t  o f  the  
L ou is iana  p o p u la t io n  and 60 p e r  cen t  o f  th e  s t a t e ' s  c r e d i t  un ions .
Seven p a r i s h e s ,  th e  above p lus  C a lc a s ie u ,  L a fa y e t te ,  O u ach ita ,  and 
R ap ides, had 47 p e r  cent o f  th e  p op u la tio n  and 87 p e r  cen t o f  th e  c r e d i t  
unions in  th e  s t a t e .
F igure  5 shows, by v a r i a t io n s  in  sh a d in g ,  th e  p o rp o r t io n  o f  
each p a r i s h ' s  po p u la tio n  which h e ld  c r e d i t  union membership on December 31, 
1962. F ive p a r is h e s  counted in  excess o f  ten  p e r  cen t o f  t h e i r  popula­
t io n s  as c r e d i t  union members. The s t a t e  average was s i x  p e r  c e n t .
Among th o se  p a r is h e s  w ith  c r e d i t  u n io n s ,  th e  pe rcen tage  o f  p o p u la t io n  
h o ld in g  membership v a r ie d  from o n e - f i f t h  o f  one p e r  cen t in  F ra n k l in  to
13,0  p e r  cent in  E ast Baton Rouge, Although B o ss ie r  p a r i s h  had only two
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c r e d i t  u n io n s , one o f  th ese  was the  s t a t e ’s l a r g e s t  w ith alm ost 6,600 
members and a s s e t s  o f  n e a r ly  $2.9 m i l l io n ,  thus  accou n tin g  f o r  th e  high 
membership r a t i o  shown in  F igure  5.
The d i s t r i b u t i o n  o f average per c a p i ta  c r e d i t  union a s s e t s  
among the  v a rio u s  p a r ish e s  i s  shown by v a r i a t io n  in  sh ad in g  in  F igure  6 . 
Per c a p i t a  a s s e t  h o ld in g  averaged $27.71 f o r  th e  s t a t e  as a whole, 
va ry in g  from one cen t in  F ran k lin  p a r ish  t o  $77.91 in  S t .  C harles  p a r i s h .
This a n a ly s is  re v e a ls  t h a t  w hile  c r e d i t  unions m u l t ip l i e d  
s u b s t a n t i a l l y  in  numbers, membership and command over a s s e t s  d u r in g  
t h e i r  f i r s t  38 y ea rs  in  L o u is ia n a ,  th e re  a re  y e t  v as t  a re a s  which are 
v i r t u a l l y  untouched by the  movement. Most s t r i k i n g  perhaps i s  th e  f a c t  
t h a t  th e r e  a re  no c r e d i t  unions o p e ra t in g  in  18 o f  the  28 p a r is h e s  
ly in g  n o r th  o f  th e  31st p a r a l l e l  (d e f in e d  approxim ate ly  as th e  so u th e rn  
bo undaries  o f  Vernon, R apides, A voyelles , and Concordia p a r i s h e s ) .  The 
la c k  o f  development in  th e  r u r a l  a reas  and p ro sp e c ts  f o r  th e  fu tu r e  w i l l  
be taken  up again  in  C hapter IV.
I I I .  CREDIT UNIONS IN THE FINANCIAL MARKETS 
OF LOUISIANA
As f i n a n c ia l  i n s t i t u t i o n s ,  c r e d i t  unions accumulate th e  sav ing s  
o f  members f o r  th e  purpose o f  ex tend ing  c r e d i t  t o  q u a l i f i e d  members f o r  
p ro v id e n t  pu rposes . Thus, c r e d i t  u n ions ' a c t i v i t i e s  a f f e c t  both th e
14
p e rs o n a l  sav ings  and consumer loan m arkets,
14
Although d e ta i l e d  in fo rm a tio n  on the  use o f  c r e d i t  union loans 
in  L o u is ian a  i s  not p re s e n t ly  a v a i l a b l e ,  i t  i s  known t h a t  a very la rg e  
p ro p o r t io n  o f  c r e d i t  union loans a re  o f th e  consumer in s ta l lm e n t  v a r i e ty .  
The c r e d i t  union laws o f  L ouis iana  s p e c i f i c a l l y  perm it th e  e x te n t io n  o f  
lo an s  se cu re d  by r e a l  e s ta te }  however, d is c u ss io n  w ith s t a t e  o f f i c i a l s  
i n d ic a t e s  t h a t  t h i s  a u th o r i ty  has not been used e x te n s iv e ly .  To th e
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SDuring th e  14 y e a r s ,  1948-1962, th e  consumer loan h o ld in g s  o f  
c r e d i t  u n io n s , commercial banks, and sm all  loan  companies in c re a se d  a t  an 
average  annual r a t e  o f  11.5 p e r  cen t  (Table VI). Commercial banks 
in c re a s e d  t h e i r  consumer in s ta l lm e n t  loans o u ts tan d in g  a t  t h i s  average 
r a t e  w hile  c r e d i t  unions grew a t  almost tw ice  th e  average ( 2 2 . 0  p e r  c e n t)  
and sm a ll  loan  companies grew a t  l e s s  than o n e -h a l f  o f  th e  average r a t e  
p e r  y e a r  ( 5 .1  p e r  c e n t ) .  Thus, c r e d i t  unions in  in c r e a s in g  t h e i r  
h o ld in g s  from $4,2 m il l io n  on December 31, 1948, t o  $68,5 m il l io n  by 
y e a r ' s  end 1962, in c re a s e d  t h e i r  market sh a re  from 4 .4  p e r  cent t o  15.5 
p e r  cen t  (T able  V II ) .  Small loan companies' market sh a re  decreased  from
19,0 p e r  cen t  t o  8 .2 p e r  cent and th e  market sh a re  o f  commercial banks 
remained about th e  same a t  over 76 p e r  c e n t .  C red it  u n io n s ,  t h e n ,  have 
re p la c e d  sm a ll  loan  companies as th e  second most im portan t so u rce  o f 
consumer in s ta l lm e n t  loans among th e se  i n s t i t u t i o n s  in  L o u is ian a .
A f i r s t  g lance a t  th e  l im i te d  in fo rm a tion  above might in d ic a t e  
t h a t  th e  p o s t-w ar  p e r io d  has been one of co m petit ive  s t r u g g le  between 
c r e d i t  unions and sm a ll  loan companies f o r  loan  b u s in e ss  w ith  commercial 
banks and o th e r  le n d e rs  m a in ta in in g  a n e u t r a l  p o s i t io n .  However, deeper 
a n a ly s i s  o f  th e  consumer loan market re v e a ls  t h i s  t o  be a r a t h e r  narrow
e x te n t  t h a t  r e a l  e s t a t e  and o th e r  investm ent type v en tu re s  have been 
undertaken  by use o f  c r e d i t  union lo a n s ,  th e  d a ta  in  Table  VII below 
o v e r s t a t e s  th e  amount and market sh a re  o f  c r e d i t  unions in  th e  consumer 
in s t a l lm e n t  loan m arket. And, t o  th e  e x te n t  th a t  the  p o rp o r t io n  o f  
c r e d i t  union loans used f o r  consumption and investm ent e x p e n d i tu re s  has 
changed, th e  growth r a t e s  in  Table VI a re  d i s t o r t e d .  The w r i t e r  does 
no t  b e l i e v e  t h a t  e i t h e r  d i s t o r t i o n  i s  o f s u f f i c i e n t  magnitude t o  a l t e r  
th e  c o n c lu s io n s .
^Because o f  the  u n a v a i l i b i l i t y  o f  s t a t i s t i c s  on sm a ll  loan  
companies d u r in g  c e r t a i n  y e a r s ,  th e  time p e riods  s e le c te d  f o r  d is c u s s io n  
o f  th e  len d in g  a c t i v i t i e s  o f  c r e d i t  unions d i f f e r  s l i g h t l y  from tho se  
used e lsew here  in  t h i s  c h a p te r .
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TABLE VI
MEAN ANNUAL GROWTH RATE OF CONSUMER INSTALLMENT 
LOANS1 OUTSTANDING BY SELECTED FINANCIAL INSTITUTIONS 
IN LOUISIANA, SELECTED YEARS, 1948-1962,
Period
C re d it
Unions
Average Annual Percen tage  Change
Commercial Small 
Banks Loan C o 's .
T o ta l
1948-1962 2 2 , 0% 11.5% 5.1% 11.5%
1940-1957 27,4 12,4 8.5 12.9
1957-1962 1 2 , 8 9 .9 -0 .9 9 .2
^See Footnote 
Source: Table
4 , page 49. 
VII.
TABLE VII
CONSUMER INSTALLMENT LOANS1 OUTSTANDING BY SELECTED LENDERS 
IN LOUISIANA, DECEMBER 31, 1945-1962
Loans O utstand ing  (M il l io n s  o f  D o lla rs ) As A Per Cent o f T o ta l
Year C re d it  Commercial Small
Unions Banks Loan Co’s .  T o ta l
C red it
Unions
Commercial
Banks
Small 
Loan C o 's ,
1962 $63.5 $336.8 $36.4 $441.6 15.5% 76.3% 8 . 2 %
1961 61.8 307.6 36.4 405.7 15.2 75.8 9.0
1960 58.3 273.1 36.1 367.5 15.9 74.3 9 .8
1959 49.1 253.6 35.1 337.9 14.5 75.1 10.4
1958 42.1 225.4 35.7 303.1 13.9 74.4 11.7
1957 37.5 209.7 38.0 285.1 13.1 73.5 13.3
1956 30.6 189.8 36.9 257.3 11.9 73.8 14 .3
1955 24.3 169.5 35.4 229.2 1 0 . 6 74.0 15.4
1954 19,3 161.4 32.7 213.4 9 .1 75.6 15.3
1953 16.6 149.9 31.5 197.9 8.4 75.7 15,9
1952 12.4 133.1 30.4 175.8 7.0 75,7 17 .3
19 51 8.9 114.1 28.5 151.5 5.9 75.3 18.8
1950 8 . 2 116.2 24.9 149,2 5.5 77.8 16.7
1949 5.9 93.6 A«•
1948 4.2 73.4 18.2 95 .8 4 .4 76.6 19.0
1947 2 . 8 57.3 ft
1946 1 . 6 40.0
1945 1 . 1 26.9 ft
* Not A va ilab le
^ See Footnote 4 ,  page 49.
Sources: C re d it  Union Loans, S ta te  Banking Department and Bureau o f  F ed era l  C red it  Unions; Commercial
Bank Loans, C om ptro ller  o f  the  C urrency; Small Loan Companies, S ta te  Banking Department.
54
view. A number o f f a c to r s  determ ine th e  degree o f  success  o f th e  variou s  
len d e rs  in  o b ta in in g  consumer loan b u s in e s s :  convenience in  s e c u r in g  and
repaying  the  lo a n ;  th e  p u b l ic  image o f  th e  l e n d e r ;  and th e  n e t  c o s t  o f  
th e  lo a n ,  in c lu d in g  i n t e r e s t ,  i n v e s t i g a t io n  f e e s ,  a cco u n tin g  f e e s ,  and 
loan l i f e  in su ra n c e .
I t  would be d i f f i c u l t  t o  conceive o f  a le n d in g  i n s t i t u t i o n  
o f f e r in g  g r e a t e r  convenience to  th e  borrow er than  t h a t  p re s e n te d  by 
most c r e d i t  un ions . The c r e d i t  union i s  t y p i c a l l y  lo c a te d  on th e  
prem ises where th e  borrow er i s  employed so  t h a t  loan a p p l i c a t io n s  a re  
e a s i l y  e x p ed ite d .  Wide use o f  p a y r o l l  w ith h o ld in g  o f  in s t a l lm e n t  
payments makes f o r  ease o f  repayment. Whether o r  no t he has a f e e l in g  
o f  ownership and ta k e s  an a c t iv e  p a r t  in  th e  po licy -m aking  and m anageria l  
a sp e c ts  o f  the  c r e d i t  un io n , th e  bo rrow er, as a  member o f  th e  c r e d i t  
un ion , has the  knowledge t h a t  th e  i n s t i t u t i o n  i s  in  some se n se  " h i s "  o r  
a t  l e a s t  i s  th e re  t o  se rv e  members o f  h i s  group e x c lu s iv e ly .  Thus, th e
image o f  th e  c r e d i t  union i s  l i k e ly  t o  be fa v o ra b le .
6
Furtherm ore, th e  t y p i c a l  c r e d i t  union i n t e r e s t  charge o f  one 
p e r  cen t  p e r  month on the  unpaid ba lan ce  comes t o  12 p e r  c e n t  p e r  y e a r  
as compared to  t y p i c a l  r a t e s  o f 12 t o  16 p e r  c e n t  charged by commercial 
banks, 18 p e r  cen t charged by departm ent s t o r e s ,  and 36 to  42 p e r  cen t
7
charged by l ic e n s e d  sm all  loan companies. These lower r a t e s  p la c e  th e
6S ta te  and f e d e r a l  laws f o r  L ou is iana  C re d it  Unions f i x  one 
p e r  cent p e r  month on the  unpaid b a lance  as th e  maximum l e g a l  r a t e .
While t h i s  r a t e  i s  t y p i c a l ,  some c r e d i t  unions charge l e s s  and some 
have a d i f f e r e n t  r a t e  fo r  lo a n s ,  depending upon th e  s i z e  o f  th e  loan  
o r  th e  use f o r  which the  funds a re  borrowed,
7
Paul F. Smith found r a t e s  charged on consumer f in a n c e  by 
consumer f inance  and s a le s  f inance  companies f e l l  s l i g h t l y ,  on th e  
a v e rag e ,  du r in g  the  1949-1959 p e r io d ;  average r a t e s  charged by commercial
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c r e d i t  union in  a fav o rab le  p o s i t io n  f o r  p r ic e  co m p e ti t io n .  The very 
high  growth r a t e  o f  c r e d i t  union loans i s  p r im a -fa c ie  ev idence  t h a t  t h i s  
form has been s u c c e s s fu l  in  competing f o r  borrow ers in  th e  p o s t-w a r  
p e r io d .  Commercial banks in  L ouisiana  have proved q u i te  a d a p ta b le  in  
th e  com pe ti t ive  s t r u g g le  and have been a b le  t o  ho ld  t h e i r  own th ro u g i  
promotion o f  consumer loans and a number o f  in n o v a tio n s  designed  t o  make 
th e  borrow er f e e l  a t  home in  the  banking s i t u a t i o n .  Small loan  companies 
have been l e s s  f o r tu n a te  in  meeting com petit ion  and have d e c l in e d  in  
a b s o lu te ,  as w e ll  as r e l a t i v e  h o ld in gs  o f  consumer lo a n s .
In  th e  market f o r  p e rso n a l  s a v in g s ,  c r e d i t  unions have aga in  
been the  f a s t e s t  growing f i n a n c ia l  i n s t i t u t i o n  in  th e  L ou is iana  economy 
d u rin g  the  1947-1962 p e r io d .  Table VIII shows th e  amounts o f  p e rs o n a l  
sav ings  h e ld  by c r e d i t  un io n s , commercial b ank s , sav ings  and loan  
a s s o c i a t i o n s ,  and p o s t a l  sav ings d e p o s i to r ie s }  th e  p e rcen tage  d i s t r i b u ­
t io n  of th e se  h o ld in g s ;  and the  average annual growth r a t e s  o f  th e  
h o ld in g s  fo r  the  1947-1962 p e r io d .  C re d it  unions in c re a s e d  t h e i r  
h o ld in g s  o f  p e rso n a l  sav ings  in  sh a re  accounts from $4 .4  m i l l io n  in  1947 
t o  $80,7  m il l io n  by December 31, 1962, an average growth r a t e  o f  21 ,5  
p e r  cent a y e a r .  Over th e  same p e r io d ,  commercia bank time accoun ts  
and sav in gs  and loan sh a res  in c reased  by 7,9 and 14,9 p e r  cen t  re s p e c ­
t i v e l y ,  and p o s ta l  sav ings  decreased  a t  an average r a t e  o f  1 2 , 2  p e r  cen t  
a y e a r .
Chart 7 shows th e  percen tage  d i s t r i b u t i o n  o f  h o ld in g s  o f  
p e rso n a l  sav ings  by these  fou r ty p es  o f  f i n a n c ia l  i n s t i t u t i o n s .  C re d i t
banks rose  s l i g h t l y  from 1955-1959; and r a t e s  charged by c r e d i t  unions 
remained alm ost c o n s ta n t  throughout the  p e r io d ,  1949-1959, Consumer 
C re d i t  Cos t s ,  1949-59 (P r in c e to n ,  New J e r s e y :  P r in ce to n  U n iv e rs i ty
P re s s ,  1967JT, p. 1 0 1 ,
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TABLE VIII
SELECTED DATA ON PERSONAL SAVINGS HELD BY SELECTED FINANCIAL 
INSTITUTIONS IN LOUISIANA, 1947 -  1962
1947 1952 1957 1962
Amount (0 0 0 ,0 0 0 's  Omitted)
C re d it  Union Shares 
Commercial Bank Time
$ 4 .4 $ 14.9 $ 42.6 $ 80.7
D eposits 275,9 309,6 515.4 860.7
Savings and Loan Shares 130,6 268,7 558.9 1 ,054 .6
P o s ta l  Savings 24,3 16,6 8 . 6 3.5
T o ta ls Sh35,2 SSoO S i , 125.5 81,999 .5
As a Per Cent o f  the  T o ta l
C re d it  Union Shares 
Commercial Bank Time
1 . 0 % 2.4% 3.8% 4,0%
D eposits 63.4 50.8 45,8 43.0
Savings and Loan Shares 30,0 44.1 49.6 52.7
P o s ta l  Savings 5 .6 2 .7 0 . 8 0 . 2
T o ta ls 1 0 0 . 0 %* lbo.o%* l()0.b%* 100.0%*
Average Annual Percen tage
Change
C re d it  Union Shares 
Commercial Bank Time
1947-1962 1947-1952 1952-1957 1957-1962
21.5% 27.9% 23.4% 13.6%
Deposits 7.9 2 .3 10.7 1 0 . 8
Savings and Loan Shares 14.9 1 1 . 8 16.5 16.6
P o s ta l  Savings - 1 2 . 2 -  7 .3 -1 2 .4 -1 6 .6
T o ta ls 0 % 13.0% 1572%
*D eta il  may no t  t o t a l  100,0% due to  rounding.
Source: C red it  Union S h a re s ,  Table XXVIII, Appendix A; Commercial Bank
Time D e p o s i ts ,  C om ptro ller  o f th e  Currency; Savings and Loan S h a re s ,  U .S . ,  
Savings and Loan League; P o s ta l  S av ings , U.S. P os tm aste r  G enera l,
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CHART 7. Per Cent o f I n s t i t u t i o n a l i z e d  P e rso n a l Savings 
Held by S e lec ted  F in a n c ia l  I n s t i t u t i o n s  in  
L ou is ian a , December 31, 1947-1962.
Source: Table XXVI» Appendix A.
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unions in c re a se d  t h e i r  ho ld ings  from 1.0 p e r  cen t  in  1947 t o  4 .0 per cen t 
by y e a r ' s  end 1962, and sav ings  and loan  a s s o c ia t io n s  in c re a se d  t h e i r  
ho ld ings  from 30.0 t o  52.7 p e r  c e n t .  Commercial ban k s ' sh a re  decreased  
to  43.0 p e r  cen t in  1962 from 63.4  p e r  cen t  in  1947, w hile  p o s ta l  sav ings 
d e c l in e d  t o  0 .2  from 5.6 p e r  cent o f  th e  t o t a l .
S a v e rs ,  n o t  u n l ik e  b o rrow ers , seek  c e r t a i n  e lem ents when 
choosing an o u t l e t  f o r  t h e i r  s a v in g s .  High on th e  l i s t  o f  p re fe ren c e  
in  choosing  a d e p o s i to ry  f o r  saved funds a re  s a f e t y ,  l i q u i d i t y ,  conven­
ience  , and r a t e  o f  re tu rn  o r  i n t e r e s t .  Funds p laced  in  c r e d i t  unions in  
L ou is iana  a re  used t o  purchase sh a re s  o f s to c k  in  th e  i n s t i t u t i o n ,  which 
give th e  member th e  same r e s id u a l  r i g h t s  b e fo re  th e  law as the  h o ld e r  o f  
common s to c k s  in  any o th e r  c o rp o ra t io n .  As a p r a c t i c a l  m a t te r ,  however, 
sh a re s  may be withdrawn a t  any time a t  th e  o p tio n  o f  th e  member. To 
p rov ide  a cushion o f  p ro te c t io n  t o  sh a re h o ld e rs  a g a in s t  l o s s ,  bo th  
f e d e r a l  and s t a t e  c r e d i t  union laws re q u i re  th e  i n s t i t u t i o n  t o  r e t a in  
as a  re se rv e  fo r  bad loans an amount equa l t o  20  p e r  cen t  o f  n e t  e a rn ing s  
u n t i l  th e  re se rv e  equ a ls  a t  l e a s t  te n  p e r  cen t o f  p a id - in  sh a res  fo r
g
f e d e r a l  c r e d i t  unions and 15 per  cen t f o r  s t a t e  c r e d i t  un ions . In
a d d i t io n  t o  th e  s a f e ty  f a c to r  o f re se rv e s  a g a in s t  bad lo a n s ,  c r e d i t  unions
9have a very fav o ra b le  lo s s  r a t i o  and thu s  can o f f e r  th e  member a high
A
°The c r e d i t  union i s  no t re q u ire d  t o  m ain ta in  re se rv e s  a g a in s t  
sh a re  accounts o r  bad deb ts  in  any p a r t i c u l a r  form; t h u s ,  th e  ea rn in gs  
r e t a in e d  p rov ide  a cushion f o r  in d iv id u a l  sh a re  accounts in  th e  even t o f  
unpaid lo a n s ,  b u t  provide no l i q u i d i t y  t o  hand le  unusual w ithdraw al 
demands n o r  do re se rv e  requirem ents e x i s t  in  a form which would l im i t  
len d in g  a c t i v i t y  as do commercial bank re s e rv e  req u irem en ts ,
g
The 316 f e d e r a l  c r e d i t  unions o p e ra t in g  in  L ou is iana  on 
December 31, 1962, had l o s t  bu t  16 cen ts  p e r  one hundred d o l l a r s  o f  loans 
ex tended d u rin g  t h e i r  e n t i r e  o p e ra t in g  h i s t o r i e s .  Report o f  O p e ra t io n s , 
1962 (W ashington, D. C , : Bureau o f  F edera l C re d it  Unions’, U.S. Department
of H e a l th ,  Education and W elfare , 1963), XXVIII, p . 24.
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degree o f  s a f e ty  o f  funds e n t ru s te d  to  th e  i n s t i t u t i o n *  The convenience 
o f  th e  c r e d i t  u n io n 's  lo c a t io n  and use o f  p a y r o l l  w ith h o ld in g  (p re v io u s ly  
d isc u sse d  w ith  re sp e c t  to  borrow ers) make s y s te m a t ic  d e p o s i t  o f  sav ings  
in  th e  c r e d i t  union convenient t o  th e  member.
Given th e  f a c to r s  of s a f e t y , l i q u i d i t y ,  and convenience, th e  
r a t e  o f  i n t e r e s t  on saved funds can be co n s id e re d  t o  be a de te rm in ing  
f a c t o r  in  th e  s e l e c t io n  o f  f i n a n c ia l  a s s e t s .  During th e  e a r ly  po st-w ar 
p e r io d ,  c r e d i t  unions experienced  a r i s i n g  demand f o r  loans and were 
a b le  t o  o f f e r  a t t r a c t i v e  d iv idend  r a t e s  t o  s a v e r s .  With l i t t l e  competi­
t io n  f o r  sav in gs  in  t h i s  p e r io d  o f  r e l a t i v e l y  low i n t e r e s t  r a t e s ,  c r e d i t  
unions were ab le  t o  a t t r a c t  sav ings  a t  a r a p id  r a t e .  Low i n t e r e s t  r a t e s  
and a high degree o f  l i q u i d i t y  in  th e  American econony d u r in g  th e  e a r ly  
p o st-w ar p e r io d ,  19^7-1952, were a legacy o f  th e  wartime and post-w ar 
p o l ic y  ( u n t i l  March, 1951) o f the  Board o f  Governors o f  th e  Federa l 
Reserve System in  su p p o r t in g  the  market f o r  United S ta te s  government 
o b l ig a t io n s .  As long as th e  F edera l Reserve System s tood  ready to  
purchase  U.S. government bonds r a t h e r  th an  a llow  i n t e r e s t  r a t e s  t o  r i s e ,  
i t  was not n ecessa ry  fo r  f i n a n c ia l  i n s t i t u t i o n s  t o  r a i s e  i n t e r e s t  r a t e s  
on sav in gs  accounts t o  o b ta in  loanab le  funds . R a th e r ,  th ey  had only t o  
s e l l  government bonds to  secu re  funds t o  meet loan demands. S ince the  
economy was s t i l l  h ig h ly  l i q u i d ,  r e tu rn  t o  a f l e x i b l e  monetary p o licy  
and f l e x i b l e  i n t e r e s t  r a t e s  was no t r e f l e c t e d  in  s i g n i f i c a n t  com petition
^ O f  c o u rse ,  in  th e  even t c f  w idespread  w ithdraw als  o r  loan 
d e f a u l t ,  a c r e d i t  union would almost c e r t a i n l y  f in d  i t s e l f  in  d i f f i c u l t y  
and might w e ll  be fo rced  i n to  in v o lu n ta ry  l i q u i d a t i o n ,  which could  
leng then  th e  amount o f  time necessa ry  to  meet demands o f  sh a re h o ld e rs  
and le a d  t o  some u l t im a te  lo s s  o f  s a v in g s .  E f f o r t s  t o  d e a l  w ith  a 
s i t u a t i o n  such as t h i s  which could  take  p la c e  w ith  changes in  the  
economic environment r e s u l t i n g  from a pro longed  l a b o r  d i s p u te ,  sev ere  
re c e s s io n  o r  p la n t  c lo s in g  are  taken  up in  C hap ter  IV.
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f o r  saved funds du rin g  the  e a r ly  1 9 5 0 's .  By th e  m id -195 0 's ,  th e  economy's 
excess l i q u i d i t y  had been reduced, and th e r e  began a marked in c re a s e  in  
com pe ti t ion  f o r  sav ings  among vario us  sav ings  media.
D iv id ing  th e  19*47-1962 p e r io d  i n to  th r e e  5 -y ea r  p e r io d s  (Table 
V II I )  r e v e a ls  th e  degree to  which th e  variou s  media were s u c c e s s f u l  in  
competing f o r  p e rso n a l  sa v in g s .  While c r e d i t  unions were the  f a s t e s t  
growing i n s t i t u t i o n s  in  terms o f  p e rso n a l  sav ing s  h e ld  d u rin g  th e  e n t i r e  
15 -year  p e r io d ,  t h e i r  average annual growth r a t e s  d e c l in e d  from 27.9  p e r  
cen t in  19*47-1952 t o  13,6 p e r  cen t du r in g  1957-1962. Savings and loan  
a s s o c i a t i o n s ,  which in c re a se d  t h e i r  ho ld ing s  a t  a r a t e  o f  1*4.9 p e r  cent 
over  th e  1 5 -y ea r  p e r io d ,  in c re a sed  t h e i r  r a t e  from 11 .8  p e r  c e n t  in  
19*47-1952 to  16.6 p e r  cen t during  1957-1962. Thus, d u r in g  the  p e r io d  
o f  r i s i n g  i n t e r e s t  r a t e s  and high demand f o r  home f in a n c in g ,  sav in g s  and 
loan a s s o c ia t io n s  were a b le ,  through prom otional a c t i v i t i e s  and in c re a s e d  
d iv idend  r a t e s  to  become the  f a s t e s t  growing f i n a n c i a l  i n s t i t u t i o n s  in  
th e  market f o r  p e rso n a l  sav ings  in  L ou is iana ,
More i n s ig h t  i n to  the  reasons fo r  th e  observed p a t t e r n  o f  
c r e d i t  union development can be gained by a n a ly s is  o f  th e  economic 
n a tu re  o f  th e  c r e d i t  union. John T. C r o t e a u , ^  in  a p e n e t r a t in g  a n a ly s i s  
o f the  ro le  and n a tu re  o f  th e  c r e d i t  union as an economic e n t i t y ,  f in d s  
th a t  th e  c r e d i t  union i s  an ex ten s ion  o f  the  households which form i t s  
membership. In t r a n s a c t in g  bu s in ess  in  th e  f i n a n c i a l  m arke ts ,  th e  
in d iv id u a l  household  f in d s  i t s e l f  t o  be in  an i n f e r i o r  b a rg a in in g  
p o s i t io n  bo th  in  se c u r in g  a favo rab le  r e tu rn  on saved funds and in  
o b ta in in g  s a t i s f a c t o r y  i n t e r e s t  r a t e s  and term s. By forming a
^ " T h e  Economic Dimension o f  C re d it  U nions,” The Economics o f  
th e  C re d it  Union ( D e t r o i t :  Wayne S ta te  U n iv e rs i ty  P re s iV ”l9f>3), pp. 1^30,
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c o o p e ra t iv e  a s s o c ia t io n  w ith  o th e r  s im i l a r ly  s i t u a t e d  h o u seh o ld s)  i t  
becomes p o s s ib le )  through po o lin g  o f  sav in g s  and len d in g  t o  members, 
to  overcome the  i n f e r i o r  market p o s i t io n  o f  th e  i n d iv id u a l  househo ld .
To th e  e x te n t  t h a t  both sa v e rs  and borrowers b e n e f i t  from th e  a s s o c i a t io n )  
the  c r e d i t  union i s  complementary t o  th e  goa ls  o f  a l l  househo lds h o ld in g  
membership) and members can be expec ted  to  make e x te n s iv e  use o f  the  
c r e d i t  u n io n 's  f a c i l i t i e s  f o r  sav in g  and borrow ing. The above f a c t o r s  
may w e l l  e x p la in  th e  fav o rab le  growth r a t e s  experienced  by c r e d i t  unions 
du rin g  the  19*+7-1957 p e r io d .
Kowevert in  th e  face  o f  com petition  from c r e d i t  unions and 
changing c o n d it io n s  in  th e  economy ( e , £ , , h igh loan demands and t i g h t e r  
c r e d i t  c o n d i t io n s ) )  o th e r  sav ings  i n s t i t u t i o n s  can be expec ted  t o  become 
more co m p e ti t iv e  in  th e  terms and r a t e s  o f f e re d  to  s a v e r s .  Because o f  
th e  l e g a l  l im i t a t i o n s  on t h e i r  len d in g  r a t e s  and on t h e i r  s e l e c t i o n  o f  
e a rn in g  a s s e t s t c r e d i t  unions may be unable t o  make s i g n i f i c a n t  a d ju s t ­
ments to  m ain ta in  t h e i r  r e l a t i v e  advantage in  th e  sav ings  m arket. On 
th e  o th e r  hand, should  o th e r  len d e rs  become more co m p e ti t iv e  in  th e  
consumer in s ta l lm e n t  loan m arke t, th e  c r e d i t  un io n , because  i t s  r a t e s  
a re  a lread y  r e l a t i v e l y  low, would be unable to  m ain ta in  i t s  com parative  
advantage as a le n d e r .
Thus, t o  th e  e x te n t  t h a t  o th e r  i n s t i t u t i o n s  a re  a b le  t o  o f f e r  
te rm s ,  convenience, and r a t e s  which are  comparable t o  th o se  o f  th e  c r e d i t  
un ion , th e  r e l a t i v e  advantage o f  c r e d i t  union p a r t i c i p a t i o n  d e c l in e s  and 
th e  l e v e l  o f  usage o f  c r e d i t  union f a c i l i t i e s  can be exp ec ted  t o  d im in ish . 
R is in g  c o m p e ti t io n ,  th e n ,  could ex p la in  th e  l e s s  s p e c t a c u l a r  growth r a t e s  
o f  the  1957-1962 p e r io d .  This p o in t  w i l l  be touched again  in  C hap te r  IV 
where th e  fu tu re  ro le  o f  c r e d i t  unions in  L ou is iana  i s  d i s c u s s e d .
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Thus, th e  p e r io d  from December 31, 19H7, t o  December 31, 1962, 
has seen ra p id  development and expansion o f  c r e d i t  unions in  th e  markets 
f o r  consumer in s ta l lm e n t  loans and f o r  p e rso n a l  sav in g s  in  L ou is iana , 
C re d i t  unions in c re a se d  t h e i r  ho ld in gs  o f  loans by 2H t im e s ,  from $2,8 
m il l io n  in  1957 to  $68,5 m il l io n  in  1962, and t h e i r  h o ld in g s  o f  p e rso n a l  
sav in gs  in  share  accounts from $4.4  m il l io n  t o  $80,7 m i l l io n  over th e  
same p e r io d ,  an 18 -fo ld  in c r e a s e .  Y et, w ith  r i s i n g  co m p e ti t iv e  p r e s s u re s ,  
c r e d i t  unions in c re a se d  t h e i r  ho ld ings  o f  consumer loans a t  only a 
s l i g h t l y  more ra p id  r a t e  than  commercial banks d u r in g  th e  1957-1962 
p e r io d  (average  annual r a t e  o f  1 2 . 8  p e r  cent f o r  c r e d i t  unions compared 
t o  9 ,9  p e r  cen t  f o r  banks) and f e l l  behind the  growth r a t e  o f  sav ings  
and loan a s s o c ia t io n s  in  p e rso n a l  sav in g s  h e ld  (average  growth r a t e  o f  
16.6 p e r  cen t  p e r  y e a r  f o r  sav ing s  and loans compared t o  13,6 p e r  cen t 
f o r  c r e d i t  u n io n s) ,
IV. CREDIT UNION DEVELOPMENT IN LOUISIANA COMPARED 
WITH CREDIT UNION DEVELOPMENT IN THE UNITED STATES
Having analyzed  the p a t te rn  o f  development o f  c r e d i t  unions in  
the  econony and f i n a n c ia l  markets o f L o u is ia n a ,  i t  now becomes a p p ro p r ia te  
t o  compare t h i s  development w ith  th a t  o f  s i m i l a r  i n s t i t u t i o n s  in  the  
n a t io n .  The development o f  c r e d i t  unions in  th e  United S ta te s  as a 
whole was d isc u sse d  in  some d e t a i l  in  Chapter I and w i l l  no t  be rep ea ted  
h e re .  However, some of th e  d a ta  from Chapter I have been rea rran g e d  to  
p rov ide  re le v a n t  comparisons between the  growth p a t t e r n s  o f  L o u is ia n a 's  
c r e d i t  unions and tho se  o f  the  n a t io n .  Using only th o se  sav in g s  media 
f o r  which comparable L ouis iana  d a ta  i s  a v a i l a b l e ,  Table IX shows th e  
growth p a t te r n  o f c r e d i t  union s h a r e s ,  commercial bank tim e d e p o s i t s ,
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TABLE IX
SELECTED DATA ON PERSONAL SAVINGS HELD BY SELECTED FINANCIAL 
INSTITUTIONS IN THE UNITED STATES, 1947 -  1962
1947 1952 1957 1962
Amount (000,000 ,0 0 0 's  Omitted) 
C red it  Union Shares $ 0 .5 $ 1 .3 $ 3 .3 $ 6 .3
Commercial Bank Time 
Deposits 52,1 61.6 85.0 132.2
Savings and Loan Shares 9 .8 19.3 4 1 .8 80,3
P o s ta l  Savings 3.4 2 . 6 1.5 0 . 6
T o ta ls $£575 $84.8 $131. 6t $ 5 l9 .¥
As a Per Cent o f  th e  T o ta l  
C re d it  Union Shares 
Commercial Bank Time 
Deposits 
Savings and Loan Shares 
P o s ta l  Savings 
T o ta ls
0 . 8% 1.5% 2.5% 2.9%
79.2 72.6 64.6 60.3
14.9 22.7 31.8 36.6
5,2 3 .1 1 . 1 0 .3
ioo.b%* loo.o~%* rbo.6%* !£>&.<>%*
Average Annual Percen tage
Change----------------------------------- 1947-1962 1947-1952 1952-1957 1957-1962
C re d it  Union Shares 
Commercial Bank Time
19.5% 20.7% 20.3% 13,8%
D eposits 7 .1 3.4 6 .7 9.2
Savings and Loan Shares 15.1 14.5 16.7 14.0
P o s ta l  Savings - 1 1 , 1 -  5 ,1 - 1 1 .0 -1 6 .8
T o ta ls "574% “ 572% 9.2% 1 0 . 8%
^ D e ta i l  may not t o t a l  100.0% due to  rounding.
Source: C re d it  Union S h a re s ,  Table XXIII, Appendix A; Commercial Bank 
Time D e p o s i ts ,  C om ptro ller  o f  th e  Currency; Savings and Loan S h a re s ,  
U.S. Savings and Loan League; P o s ta l  S av ings , U.S. P o s tm aste r  G enera l.
6**
sav in g s  and loan s h a r e s , and p o s ta l  sa v in g s  in  th e  United S ta te s  d u r in g  
the  1947-1962 p e r io d .
From December 31, 1947, t o  December 31, 1962, c r e d i t  unions in  
th e  United S ta te s  in c re a se d  t h e i r  h o ld in g s  o f  p e rs o n a l  sav ings  in  sh a re  
accounts from $510 m il l io n  t o  $6.3 b i l l i o n .  In  growing a t  an average 
annual r a t e  o f  18.2 p e r  cen t over th e  p e r io d ,  c r e d i t  unions su rp assed  
th e  growth r a t e  o f  a l l  th e  o th e r  s e l e c te d  sav in gs  media and in c re a s e d  
t h e i r  sha re  o f  t o t a l  p e rso n a l  sav in g s  e n t r u s te d  to  th e s e  media from 
e ig h t - t e n t h s  o f  one p e r  cen t in  1947 to  2 .9  p e r  cen t by y e a r ' s  end 1962. 
The average annual growth r a t e  o f  L ou is iana  c r e d i t  unions In  th e  
a t t r a c t i o n  o f  saved funds exceeded th e  growth r a t e  o f a l l  United S ta te s  
c r e d i t  unions by 3.3 p e rcen tage  p o in ts  d u r in g  th e  1947-1962 p e r io d .  The 
h ig h e r  growth r a t e  occu rred  la rg e ly  d u rin g  the  decade ending  in  1957* 
During th e  rem aining f iv e  y ea rs  t o  1962, bo th  L ou is iana  and United S ta te s  
c r e d i t  union h o ld in g s  grew a t  s l i g h t l y  under 14,0 p e r  cen t  a  y e a r .  As 
in  L o u is ia n a ,  c r e d i t  unions n a t io n a l ly  f e l l  beh ind  sa v in g s  and loan 
a s s o c ia t io n s  in  th e  r a t e  o f  a t t r a c t i n g  new p e rs o n a l  sav ing s  d u rin g  the  
1957-1962 p e r io d .
Although d a ta  on in s ta l lm e n t  loan h o ld in g s  in  L ou is iana  could 
be secu red  only f o r  commercial bank s , c r e d i t  u n io n s ,  and sm a ll  loan  
companies, i t  i s  p o s s ib le  to  make r e le v a n t  comparisons o f  th e  p a t t e r n  
o f  th e  development o f  th e s e  len d e rs  in  L ou is iana  w ith  s i m i l a r  i n s t i t u ­
t io n s  in  th e  n a t io n  as a whole. Table X shows th e  amounts, pe rcen tage  
d i s t r i b u t i o n s ,  and mean annual growth r a t e s  o f  h o ld in g s  o f  in s t a l lm e n t  
loan paper by s e le c te d  f i n a n c ia l  i n s t i t u t i o n s  in  the  United S ta te s  f o r
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TABLE X
INSTALLMENT LOANS OUTSTANDING, MARKET SHARES AND GROWTH RATES 
FOR SELECTED FINANCIAL INSTITUTIONS IN THE UNITED STATES, 
DECEMBER 31, SELECTED YEARS, 1950 -  1962
Item
P eriod
1950 1957 1962
Amount in  B i l l io n s  o f  D o l la r s :
A ll  f i n a n c ia l  i n s t i t u t i o n s $24.4 $29,2 $41.8
S e le c te d  f i n a n c ia l  i n s t i t u t i o n s 7,7 18.4 28,0
Commercial banks 5 .8 1 2 . 8 18,9
C re d it  unions 0 . 6 2 .4 5.0
Consumer f in an ce  companies 1 .3 3 .1 4 .1
As a Per Cent o f  S e lec te d
F in a n c ia l  I n s t i t u t i o n s :
S e lec te d  f i n a n c ia l  i n s t i t u t i o n s 1 0 0 . 0 % 1 0 0 , 0 % 1 0 0 . 0 %
Commercial banks 75.5 69.8 67,5
C re d it  unions 7 .7 13.2 17,8
Consumer f inance  companies 16.8 17.0 14,7
Mean Annual Growth R ates: 1950-1962 1950-1957 1957-1962
A ll f i n a n c ia l  i n s t i t u t i o n s 4.6% 2 . 6 % 7.4%
S e le c te d  f i n a n c ia l  i n s t i t u t i o n s 11.4 13 .3 8 . 6
Commercial banks 10,4 1 2 . 1 8 . 0
C re d it  unions 19,4 22 ,4 15.4
Consumer finance  companies 1 0 . 2 14 ,4 5 .7
Source: Board o f  Governors o f  the  F edera l Reserve System,
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12th e  y e a rs  19S0, 1957, and 1962. S im ila r  d a ta  f o r  L ou is iana  i s  shown 
in  Table XI.
Commercial b an k s ,  c r e d i t  u n io n s ,  and consumer f inance  companies 
in  th e  United S ta te s  in c re a s e d  t h e i r  agg rega te  in s t a l lm e n t  loans o u t­
s ta n d in g  a t  an average r a t e  o f  1 1 .4  p e r  cen t a y e a r  over th e  twelve y e a rs  
end ing  December 31, 1962. The f a s t e s t  growing o f  th e se  i n s t i t u t i o n s ,  
c r e d i t  u n io n s ,  in c re a s e d  t h e i r  loans from $590 m il l io n  o u ts ta n d in g  on 
December 31, 1950, t o  $4,973 m il l io n  on December 31, 1962, a growth r a t a  
o f  19,4  p e r  cent pe r  y e a r  on the  average . T his growth r a t e ,  almost 
double t h a t  o f  commercial banks and consumer f in an c e  companies, enab led  
c r e d i t  unions t o  in c re a s e  t h e i r  sh a re  o f  in s ta l lm e n t  lo an s  from 7 ,7  p e r  
ce n t  o f  those  h e ld  by th e  s e l e c te d  i n s t i t u t i o n s  on December 31, 1950, 
t o  17 ,8  p e r  cent by y e a r ' s  end 1962,
The expansion o f  L ou is iana  c r e d i t  unions in  th e  in s ta l lm e n t  
loan market c lo s e ly  p a r a l l e l e d  th e  p a t t e r n  o f  c r e d i t  unions in  th e  n a t io n  
as a whole. The mean annual growth r a t e  o f  L ou is iana  c r e d i t  union
h o ld in g s  o f  in s ta l lm e n t  paper was e x a c t ly  th e  same as t h a t  o f  a l l  c r e d i t
unions in  th e  United S t a t e s ,  19,4 p e r  c e n t ,  and th e  in c re a s e  in  market 
sh a re  from 5 ,5  p e r  c e n t  o f  in s ta l lm e n t  loans  h e ld  by th e  s e l e c te d  
i n s t i t u t i o n s  on December 31, 1950, t o  15 .5  p e r  cen t by December 31, 1962, 
was very c lo se  t o  th e  n a t io n a l  p a t t e r n .  The main d i f f e r e n c e s  between 
the  L ou is iana  experience  and th a t  o f  th e  U nited  S ta te s  l i e s  not in  growth
12The f ig u re  used fo r  L ou is iana  c r e d i t  unions i s  " t o t a l  loans 
o u ts ta n d in g "  and th e  f ig u re  f o r  United S ta te s  i s  " in s t a l lm e n t  c r e d i t  
o u ts ta n d in g ,"  a s e r i e s  developed by th e  Board o f  Governors o f th e  
F edera l  Reserve System. The l a t t e r  f ig u re  does no t in c lu d e  n o n - i n s t a l l ­
ment lo a n s ,  w hile  th e  s t a t e  f ig u re  in c lu d e s  a l l  loans o u ts ta n d in g .  S ince
in s ta l lm e n t  loans make up th e  preponderance o f  c r e d i t  union lo a n s ,  th e
e r r o r  in tro d u c e d  h e re  i s  no t s i g n i f i c a n t .
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TABLE XI
INSTALLMENT LOANS OUTSTANDING, MARKET SHARES AND GROWTH RATES 
FOR SELECTED FINANCIAL INSTITUTIONS IN LOUISIANA, 
DECEMBER 31, SELECTED YEARS, 1950 -  1962
Item Period
1950 1957 1962
Amount in  M illio ns  o f  D o l la r s :
S e le c te d  f i n a n c ia l  i n s t i t u t i o n s  
Commercial banks 
C re d it  unions
Consumer f in an ce  companies
$149.2
116.2
8 . 2
24.9
$285.1
209,7
37,4
38,0
$441,6
336.8
68.5
36.4
As a P e r  Cent o f  T o ta l :
S e le c te d  f i n a n c ia l  i n s t i t u t i o n s  
Commercial banks 
C re d i t  unions
Consumer f in an ce  companies
1 0 0 . 0 %
77.8
5.5
16.7
1 0 0 , 0 %
73,5
13 .1
13,3
1 0 0 . 0 %
76.3
15.5
8 . 2
Mean Annual Growth R ates: 1950-1962 1950-1957 1957-19(
S e le c te d  f i n a n c i a l  i n s t i t u t i o n s  
Commercial banks 
C re d i t  unions
Consumer f in an ce  companies
9.5%
9 .3
19 .4
3.2
I
9.7%
8 . 8
24.2
6 . 2
9.2% 
9 .9  
1 2 . 8  
-  0 .9
Source: C om ptro ller  o f th e  Currency and L ou is iana  Banking Department.
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r a t e s  o r  market sh a re s  o f  c r e d i t  unions , bu t  in  th e  development o f  
commercial banks ' ho ld ings  o f in s ta l lm e n t  c r e d i t  and, t o  a l e s s e r  e x t e n t ,  
th e  exp erience  o f  consumer f inance  companies*
C red it  u n io n s .  Table X shows, in c re a se d  t h e i r  s h a re  o f  
in s t a l lm e n t  c r e d i t  o u ts ta n d in g  from 7 .7  p e r  cent in  1950 t o  17 .8  p e r  
cen t in  1962, w hile  commercial banks in  th e  United S ta te s  saw t h e i r  
sh a re  o f  in s ta l lm e n t  loans he ld  by the  s e l e c te d  f i n a n c i a l  i n s t i t u t i o n s  
d e c l in e  from 75.5 t o  67 ,5  pe r  cen t over th e  same p e r io d .  The ex p erien ce  
o f  commercial banks n a t io n a l ly  c o n t r a s t s  w ith  th e  e x p e r ien c e  o f  commercial 
banks in  L ouis iana  which m ain ta ined  t h e i r  market sh a re  in  th e  face  o f  a 
n e a r  t r i p l i n g  o f  the  sh a re  o f  c r e d i t  unions in  the  h o ld in g s  o f  i n s t a l l ­
ment loan paper (T able  X I). N a t io n a l ly ,  th e  market sh a re  o f  consumer 
f inance  companies d e c l in e d  but s l i g h t l y  from 16.8  p e r  c e n t  in  1950 to  
1U.7 p e r  cent in  1962, w hile  in  L ou is iana  th e  pe rcen tage  h o ld in g s  f e l l  
d r a s t i c a l l y  from 16.7 p e r  cent t o  8,2 p e r  cen t  over the  same p e r io d .
Thus, th e  e f f e c t s  of com p e ti t iv e  p re s su re s  b ro u g h t t o  b e a r  by 
ra p id  expansion o f  c r e d i t  unions du rin g  the  1950 's  and e a r ly  1960 's  f e l l
more h e a v i ly  on commercial banks n a t io n a l ly  and on consumer f inance
companies in  L ou is iana , C onsequently , th e  n a t io n a l  p a t t e r n  o f  development 
may se rv e  b e t t e r  t o  e x p la in  the  com p e ti t ive  i n t e r e s t  tak en  in  c r e d i t  
unions by commercial banks. These com petit ive  p re s su re s  have le d  t o  the  
in t ro d u c t io n  o f  a number o f  innovations  designed t o  overcome th e  p a r t i ­
c u la r  advantages of c r e d i t  unions in  s e c u r in g  in s ta l lm e n t  loan  b u s in e s s .
These m a tte rs  are taken  up again in  Chapter IV,
Compared w ith the  United S t a t e s ,  c r e d i t  unions in  L ou is iana  
a t t r a c t e d  p e rso n a l  sav ings  a t  a s l i g h t l y  h ig h e r  r a t e  than  th e  n a t i o n a l
averages over th e  1947-1962 p e rio d  and in c re a se d  t h e i r  h o ld in g s  o f  
in s ta l lm e n t  c r e d i t  a t  about the  same r a t e  as t h e i r  c o u n te rp a r t s  th rough­
out th e  n a t io n .
CHAPTER I I I
CHARACTERISTICS OF LOUISIANA CREDIT UNIONS
By December 31, 1962, L ou is iana  had *+13 c r e d i t  unions s e rv in g  
199,72** members in  39 p a r i s h e s .  Although a l l  were o p e ra t in g  w ith in  
s i m i l a r  l e g a l  frameworks and w ith th e  common fu n c t io n s  o f  poo ling  member 
sav in g s  and e x ten d in g  loans t o  members, th e  c r e d i t  unions d i f f e r e d  w idely 
from one a n o th e r  in  such c h a r a c t e r i s t i c s  as a g e ,  ty p e ,  a s s e t  s i z e ,  
membership, loan t o  a s s e t  r a t i o s ,  d iv iden d  r a t e s  p a id ,  and so  on. This 
c h a p te r  e x p lo re s  the  n a tu re  o f  L o u is iana  c r e d i t  unions by p re s e n t in g  a 
comparison o f  th e  l e g a l  framework prov ided  under s t a t e  and f e d e r a l  
s t a t u t e s  and by comparing th e  f i n a n c i a l  and n o n - f in a n c ia l  c h a r a c t e r i s t i c s  
o f  the  *+13 o p e ra t in g  i n s t i t u t i o n s .  These l a t t e r  comparisons a re  made 
p o s s ib le  by use o f  a number o f frequency d i s t r i b u t i o n s  o r  a r ra y s  which 
were compiled from d a ta  on each o f  the  c r e d i t  unions made a v a i la b le  by 
th e  Bureau o f  F edera l C re d it  Unions and th e  L ou is iana  Banking Department.
I .  THE LEGAL FRAMEWORK
The l e g a l  framework w ith in  which an economic i n s t i t u t i o n  
o p e r a t e s ,  in  con ju n c tio n  w ith  the  economic r o le  o f  th e  i n s t i t u t i o n ,  
de term ines i t s  scope and fu n c t io n s .  The l e g a l  framework o f  a f i n a n c i a l  
i n s t i t u t i o n  i s  composed o f  th e  l e g i s l a t i o n  p e r t a in in g  t o  i t s  o p e ra t io n ,  
o f  a c t io n s  taken by th e  re g u la to ry  a u t h o r i t i e s  charged w ith  a d m in is te r in g  
th e  law , and o f  c o u r t  d e c is io n s  a f f e c t i n g  the  law and i t s  a d m in is t r a t io n .
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C re d it  unions o p e ra t in g  in  L ou is iana  a re  r e g u la te d  under f e d e r a l  au sp ice s  
by the  Bureau o f  Federa l C red it  Unions o f  th e  United S ta te s  Department 
o f  H e a l th ,  Education and W elfare o r  under s t a t e  au sp ice s  by th e  C re d i t  
Union D iv is ion  o f  th e  S ta te  Banking Commission*
While th e  laws p e r t a in in g  to  c r e d i t  union o p e ra t io n s  a re  q u i te  
s i m i l a r  in  th e  o v e r a l l  sense  a t  bo th  th e  s t a t e  and f e d e r a l  l e v e l ,  th e re  
a re  a  number o f  sm a ll  d i f f e r e n c e s  as t o  s p e c i f i c  powers and p r iv i l e g e s  
o f  s t a t e  and f e d e r a l  un ions. F u r th e r ,  a d m in is t r a t io n  by th e  re g u la to ry  
a u t h o r i t i e s  has d i f f e r e d  co n s id e rab ly  between s t a t e  and f e d e r a l  c r e d i t  
un ions . This s e c t io n  has two prim ary pu rp o ses :  t o  s e t  ou t  more c l e a r l y
the  powers and fu n c t io n s  o f  c r e d i t  u n io n s ;  and to  ex p lo re  the  d i f f e r e n c e s  
and s i m i l a r i t i e s  o f  s t a t e  and f e d e r a l  c r e d i t  unions* The former i s  
n ecessa ry  f o r  a c l e a r  unders tand ing  o f  th e  ro le  o f  c r e d i t  unions in  th e  
L o u is iana  economy and th e  l a t t e r  w i l l  a id  in  e x p la in in g  th e  p a t t e r n  o f  
development o f  th e  two c r e d i t  union system s and in  forming conclusions  
re g a rd in g  p ro sp e c ts  f o r  fu tu re  growth*
1, Purpose o f  th e  a c t s .  Act number 40 o f  th e  1924 L ou is iana  
L e g is la tu re  was e n t i t l e d :  "An Act p ro v id in g  f o r  th e  fo rm a tio n ,  o p e ra t io n ,
and r e g u la t io n  o f  c r e d i t  u n io n s ."  This a c t  gave th e  S ta te  Banking 
Commissioner r e s p o n s i b i l i t y  and a u th o r i ty  t o  i s s u e  c h a r t e r s  to  persons 
d e s i r in g  to  o rg an ize  c r e d i t  unions and t o  r e g u la te  and s u p e rv is e  such 
c r e d i t  unions under th e  p ro v is io n s  o f  th e  act*  By way o f  c o n t r a s t ,  th e  
F ede ra l  C re d it  Union Act o f  June 2 6 , 1934, was e n t i t l e d  "An Act to  
e s t a b l i s h  a F edera l C red it  Union System , t o  e s t a b l i s h  a f u r t h e r  market 
f o r  s e c u r i t i e s  o f  th e  United S ta te s  and to  make a v a i la b le  t o  people o f  
sm a ll  means c r e d i t  f o r  p rov iden t purposes through a n a t i o n a l  system  o f
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c o o p e ra t iv e  c r e d i t ,  th ereby  h e lp in g  to  s t a b i l i z e  th e  c r e d i t  s t r u c t u r e  o f  
th e  United S ta te s* "
From the  o u t s e t ,  th e n ,  th e  f e d e r a l  c r e d i t  union a u t h o r i t i e s  
have had th e  r e s p o n s i b i l i t y  o f  no t only c h a r t e r in g  and s u p e rv is in g  c r e d i t  
unions b u t  o f  a c t iv e ly  o rg an iz in g  new unions w ith  th e  goa l o f  develop ing  
a system  o f  co o p era t iv e  c r e d i t  i n s t i t u t i o n s — a r e s p o n s i b i l i t y  which 
L ou is iana  a u t h o r i t i e s  have never  h ad . This r e s p o n s i b i l i t y ,  as much as 
any o th e r  s i n g l e  f a c t o r ,  may se rve  to  e x p la in  th e  observed d ivergence  
between s t a t e  and f e d e r a l  c r e d i t  union development in  Louisiana*
2 . O rg a n iz a t io n ,  membership, and voting* Both s t a t e  and 
f e d e r a l  s t a t u t e s  p rovide t h a t  any seven o r  more n a tu r a l  persons e l i g i b l e  
to  be lo ng  t o  th e  same c r e d i t  union (and r e s id e n t s  o f  L ou is iana  in  th e  
case  o f  s t a t e  c r e d i t  un ions) may f i l e  an o rg a n iz a t io n  c e r t i f i c a t e  s t a t i n g  
the  name, l o c a t i o n ,  f i e l d  o f  membership, and o th e r  in fo rm a tio n  n ecessa ry  
f o r  th e  re g u la to ry  a u th o r i ty  to  determ ine  w hether the  proposed o rg an iz a ­
t io n  would c o n s t i t u t e  a c r e d i t  union under th e  purposes o f  th e  c r e d i t  
union law s.
»
Before approval o f  the  o rg a n iz a t io n  c e r t i f i c a t e  and issu a n c e  o f  
a c h a r t e r ,  the  D ire c to r  o f the  Bureau of F ed e ra l  C re d it  Unions w i l l  
i n v e s t ig a t e  th e  proposed c r e d i t  union to  de term ine  w hether i t  conforms 
to  th e  p ro v is io n s  o f  the  Federa l C re d i t  Union A ct, w hether the  a p p l ic a n ts  
meet q u a l i f i c a t i o n s  o f c h a r a c te r  and f i t n e s s  t o  o rg an ize  a  c r e d i t  un ion , 
and w hether th e  proposed c r e d i t  union i s  econom ically  f e a s i b l e .  The 
S ta te  Banking Commissioner w i l l  i s s u e  a c h a r t e r  in c o rp o ra t in g  a c r e d i t  
union i f  s a t i s f i e d  t h a t  the  a f f a i r s  o f  the  c o rp o ra t io n  w i l l  be p ro p e r ly  
a d m in is te re d ,  and t h a t  the  proposed f i e l d  o f  membership i s  such as t o  
reasonab ly  a ssu re  success  o f  the  o rg a n iz a t io n .
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The f i e l d  o f membership in  both s t a t e  and f e d e r a l  c r e d i t  unions 
i s  l im i te d  t o  persons having a common bond o r  t o  th e  members o f  the  
immediate f a m il ie s  o f such persons o r  t o  o rg a n iz a t io n s  composed o f  
persons who are  q u a l i f i e d  t o  be long . The common bond may be one o f  
occupation  o r  a s s o c ia t io n  o r  re s id en ce  in  a  w e l l -d e f in e d  community, 
neighborhood , o r  r u r a l  d i s t r i c t .
C re d i t  unions r e t a in  th e  u sua l  p r a c t ic e  o f  v o t in g  employed in  
c o o p era t iv es  by g ra n t in g  one vote p e r  member in  a l l  e l e c t i o n s  r e g a rd le s s  
o f  th e  sh a re  o r  loan b a lance  of the  member.
3. Management. Both s t a t e  and f e d e r a l  c r e d i t  union s t a t u t e s  
p rov ide  fo r  the  e s ta b l ish m e n t  w ith in  each c r e d i t  union o f  a board  o f  
d i r e c to r s  composed o f  a t  l e a s t  f iv e  members and c r e d i t  and su p e rv iso ry  
committees w ith a minimum o f  th re e  members each t o  c a r ry  out th e  d a y - to -  
day decis ion-m aking  d u t ie s  o f  th e  o rg a n iz a t io n .  R e s p o n s ib i l i ty  f o r  th e  
g e n e ra l  management o f  the  a f f a i r s  o f  th e  c r e d i t  union r e s t s  w ith  th e  
board  o f  d i r e c to r s  which, among o th e r  t h in g s :  a c t s  upon a p p l ic a t io n s
f o r  membership; d e te rm in es ,  w ith in  the  l im i t s  o f  th e  law , th e  i n t e r e s t  
r a t e s ,  te rm s ,  and amounts o f  loans which w i l l  be ex ten d ed ; f ix e s  the  
amount o f  the  f a i t h f u l  performance bond covering  each o f f i c e r  o r  employee 
who hand les  money o r  s e c u r i t i e s  f o r  th e  c r e d i t  un ion ; p rov ides  f o r  
compensation o f  employees o f  the  c r e d i t  un ion ; d e c la re s  d iv id e n d s ;  and 
has charge o f  the  investm ent funds o f  th e  c r e d i t  union o th e r  than  loans 
t o  members. The d i r e c to r s  o f  f e d e r a l ,  b u t  no t s t a t e ,  c r e d i t  unions may 
appo in t an e x ecu tiv e  committee o f  a t  l e a s t  th r e e  members t o  a c t  f o r  th e  
board in  th e  purchase and s a l e  o f  s e c u r i t i e s  o r  the  e x te n s io n  o f  loans 
to  o th e r  c r e d i t  unions and to  ac t  upon membership a p p l i c a t io n s .
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The c r e d i t  committee a c t s  upon loan a p p l i c a t io n s  o f  members 
and t p rov ided  funds a re  a v a i l a b l e , approves th o se  loans which a re  f o r  
p ro v id en t  o r  p ro d u c tiv e  purposes and f o r  which th e  borrow er can p re s e n t  
adequate a ssu rance  ( in c lu d in g  s e c u r i t y )  o f  repayment acco rd ing  to  th e  
term s o f  the  loan agreement, I f  a v a i la b le  funds a re  i n s u f f i c i e n t  to  
meet a l l  loan demands, p re fe ren c e  must be g iv e n ,  o th e r  th in g s  e q u a l ,  t o  
sm a ll  over la rg e  lo a n s .  The c r e d i t  committee may approve loans t o  
d i r e c t o r s ,  committee members, o f f i c e r s ,  and employees only t o  th e  e x te n t  
o f  the  b o r ro w e r 's  sh a reh o ld in g s  o r  the  sh a re h o ld in g s  o f  any o th e r  mem­
b e r  who p ledges them as s e c u r i t y  f o r  such lo an .  F ed e ra l  law perm its  
the  c r e d i t  committee t o  appo in t one o r  more loan  o f f i c e r s  t o  a c t  f o r  
i t  in  approving  loan a p p l i c a t io n s ,  a convenience no t g ran ted  to  s t a t e  
c r e d i t  un ions.
The su p e rv iso ry  committee has th e  r e s p o n s i b i l i t y  o f  conducting  
p e r io d ic  a u d i t s  o f  the  records o f  the  c r e d i t  u n io n ,  rev iew ing  the  
a c t io n s  o f  the  board o f  d i r e c t o r s ,  c r e d i t  com m ittee , o f f i c e r s ,  and 
employees and r e p o r t in g  any unsafe  o r  u n au tho rized  p r a c t ic e s  to  th e  
membership.
*4. Sources o f funds. The primary so u rc es  o f  funds to  both 
s t a t e  and fe d e ra l  c r e d i t  unions a re  the  sh a re  accoun ts  ( sa v in g s )  o f  
members and u n d is t r ib u te d  p r o f i t s ,  A s t a t e  c r e d i t  union may borrow ■ 
from any source  an amount up to  UO p e r  cen t  o f  i t s  p a id - in  and unim paired 
c a p i t a l  and s u r p lu s ,  and a f e d e r a l  c r e d i t  union may borrow from any 
sou rce  up t o  50 p e r  cen t o f  i t s  p a id - in  c a p i t a l  and s u r p lu s .  A d d i t io n a l ly ,  
a f e d e r a l  c r e d i t  union which extends a g r i c u l t u r a l  loans may d is c o u n t ,  
w ithout l i m i t ,  e l i g i b l e  a g r i c u l t u r a l  paper w ith  th e  F edera l In te rm ed ia te  
C re d i t  Bank.
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5. Uses o f  funds. S ta te  c h a r te re d  c r e d i t  unions may in v e s t  
t h e i r  funds in  loans to  members; s e c u r i t i e s  o f  the  United S t a t e s ,  S ta te  
o f  L o u is ia n a ,  o r  any m u n ic ip a l i ty  o f  L o u is ian a ;  homestead (sav in g s  and 
loan) s to c k ;  sh a re s  o f  o th e r  c r e d i t  unions up to  te n  p e r  c e n t  o f  th e  
p u rc h a s e r 's  p a id - in  c a p i t a l  and s u r p lu s ;  and loans t o  o th e r  c r e d i t  
unions up t o  25 p e r  cen t o f  th e  le n d in g  i n s t i t u t i o n ' s  p a id - in  c a p i t a l  
and s u r p lu s .  F ed e ra l ly  c h a r te r e d  c r e d i t  unions may in v e s t  in  loans
to  members; o b l ig a t io n s  o f  o r  guaran teed  by the  United S t a t e s ;  loans 
to  o th e r  c r e d i t  unions up to  25 p e r  cen t  o f  the  l e n d e r 's  p a id - in  
c a p i t a l  and s u r p lu s ;  and sh a res  o f  sav in gs  and loan  a s s o c ia t io n s  
in su re d  by th e  F ed e ra l  Savings and Loan Insurance  C o rp o ra t io n .
Both s t a t e  and f e d e r a l  c r e d i t  unions a re  l im i te d  by law in  
the  maximum i n t e r e s t  r a te s  which may be charged on lo a n s .  The maximum 
r a te  o f  i n t e r e s t  on loans to  member's i s  one p e r  c e n t  p e r  month on th e  
unpaid ba lance  and on loans to  o th e r  c r e d i t  unions i s  o n e -h a l f  o f  one 
p e r  cen t p e r  month,
i
The maximum amount o f  loans t o  any one member and th e  maximum 
term  o f  repayment have been in c re a sed  over t im e ,  la r g e ly  because o f  
r i s i n g  incomes and p r ic e  l e v e ls  and th e  changing spend ing  p a t t e r n s  
which have in c re a se d  th e  demand f o r  consumer c r e d i t .  Table XII shows 
th e se  l im i t s  as they  have been m odified  over th e  y e a r s .
6 , R eserves, S ta te  and f e d e r a l  c r e d i t  union laws re q u i re  th e  
e s ta b l is h m e n t  o f  re se rv e  funds a g a in s t  p o s s ib le  bad loans  and con tingen­
c i e s ,  S ta te  c r e d i t  unions must s e t  a s id e  f o r  th e  re q u ire d  re s e rv e s  a l l  
en tran ce  f e e s ,  f i n e s ,  and t r a n s f e r  charges p lus  20  p e r  cen t  o f  n e t  e a rn ­
ings b e fo re  d iv id e n d s ,  u n t i l  th e  re se rv e  fund eq ua ls  a t  l e a s t  15 p e r  cen t
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TABLE XII
MODIFICATIONS OF THE MAXIMUM LEGAL SIZE AND TERMS OF LOANS BY
STATE AND FEDERAL CREDIT UNIONS IN LOUISIANA THROUGH 1964
Act
Maximum Amount o f  Loan Maximum Length 
o f  Time
Unsecured Secured f o r  Repayment
S ta te :
#40 o f  1924 $ 50 $500 No l i m i t  s e t  •
#257 of 1940 $300 $500 o r  10% o f  p a id - in  
c a p i t a l  and s u rp lu s  which­
e v e r  i s  g r e a t e r .
#530 o f  1954 $400 $500 o r  10% w hichever i s  
g r e a t e r  b u t  n o t  over 
$3,500.
Real e s t a t e  loans 10% o r  
$1 0 , 0 0 0  w hichever i s  l e s s .
36 months 
excep t r e a l  
e s t a t e  loans  
15 y e a rs
#112 o f 1964 $750 $500 o r  10% w hichever i s  
g r e a t e r  b u t  n o t  over  
$6 ,0 0 0 .
Real e s t a t e  unchanged. 
F e d e ra l :
5 y e a rs
P .L . 467, 1934 
74th Congress
$ 50 $200  o r  10% o f  p a id - in  
c a p i t a l  and s u r p lu s .
Not t o  exceed 
2 y e a rs
P.L. 630, 1940 
76th Congress
$ 1 0 0
P.L. 574, 1946 
79th Congress
$300
P.L. 376, 1949 
81st Congress
$400 Not t o  exceed 
3 y e a rs
P .L . 354, 1959 
8 6 th  Congress
$750 5 y e a rs
Source: L e g i s l a t iv e  Acts o f L ou is iana  and P u b l ic  Laws o f th e  United S ta te :
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of  th e  p a id - in  c a p i t a l  o f  th e  c r e d i t  union . F ed e ra l  c r e d i t  unions must 
p rov ide  f o r  a re se rv e  fund in  the  same manner u n t i l  an amount equ a l  to  
10 p e r  cent o f  p a id - in  c a p i t a l  has been accum ulated. A d d i t io n a l ly ,  a 
s p e c i a l  re s e rv e  f o r  bad loans must be e s t a b l i s h e d  by both  s t a t e  and 
f e d e r a l  c r e d i t  unions under a  s l i d i n g  s c a l e  o f  r a t e s  depending upon the  
amount and term  o f  d e lin q u en t  lo a n s .
7. T ax a tion , Both s t a t e  and f e d e r a l  c r e d i t  unions a re  exempt 
from income t a x a t io n  under S ec tion  501 ( c ) , ( 1 4 )  o f  th e  I n t e r n a l  Revenue 
Code. P r i o r  t o  1937, when the  Congress s p e c i f i c a l l y  exempted c r e d i t  
u n io n s ,  th ey  were ru le d  t o  be tax-exem pt because o f  t h e i r  s i m i l a r i t y  t o  
sav ings  and loan a s s o c ia t io n s  which were d e s ig n a ted  as tax-exem pt under 
the  income t a x  law o f  1913. Dividends a re  taxed  t o  members as o rd in ary  
income.
I I .  SIZE, AGE, AND OPERATING CHARACTERISTICS
The l e g a l  framework makes p o s s ib le  a wide v a r i e ty  o f  c r e d i t  
u n io n s ,  a l l  w ith  the  same e s s e n t i a l  fu n c t io n .  C re d i t  unions d i f f e r  
from one a n o th e r  in  the  c h a r a c t e r i s t i c s  o f  s i z e ,  t y p e ,  loan r a t i o s ,  and 
perform ance. This s e c t io n  ex p lo re s  the  v a r i e ty  o f  c r e d i t  unions t h a t  
have developed in  L ouis iana  under s t a t e  and f e d e r a l  s u p e rv is io n ,
1, S ize  and age d i s t r i b u t i o n .  The m 3  c r e d i t  unions o p e ra t in g  
in  L ou is iana  d i f f e r  w idely in  s i z e  and consequen tly  in  economic power.
The average c r e d i t  union o p e ra t in g  in  L ou is iana  on December 31, 1962, 
h e ld  a s s e t s  o f  $223 ,41h w ith  l i t t l e  d i f f e r e n c e  in  th e  average s i z e  o f  
s t a t e  and f e d e r a l ly  c h a r te re d  u n i t s ,  (See Table X I I I ) .  However, 
averages f a i l  t o  show th e  s i g n i f i c a n t  v a r i a t i o n  in  th e  s i z e  o f  L o u is ia n a 's
TABLE XIII
AVERAGE NUMBER OF MEMBERS AND AMOUNT OF ASSETS, SHARES OUTSTANDING 
AND LOANS OUTSTANDING OF STATE AND FEDERAL CREDIT
UNIONS IN LOUISIANA, DECEMBER 31, 1962.
Average 
Number o f  
Members
Average 
Amount o f  
Assets
Average Amount 
of Shares 
O utstanding
Average Amount 
o f  Loans 
O utstanding
A ll  o p e ra t in g  unions:
S ta te  (97) 509 $232 ,953 $201,502 $178,436
Federa l (316) *♦76 220,486 193,400 161,890
A ll  (413) **8*i 223,414 195,303 165,776
O perating  unions in  e x is te n c e
fou r  y ea rs  o r  lo n g er :
S ta te  (96) 514 $235,366 $203,588 $180,292
Federa l (243) 567 278,874 244,452 203,954
A ll (339) 552 266,553 232,880 197,253
Source: Compiled from d a ta  su p p l ie d  by th e  L ouis iana  Banking Department and th e  Bureau o f  Federa l
C re d it  Unions.
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c r e d i t  un ions . S ta te  c h a r te re d  c r e d i t  unions ranged in  a s s e t  h o ld in g s  , 
from $1,302 t o  $1 ,059 , 65*+, Almost h a l f  (48 ,6  pe r  c e n t)  o f  th e  s t a t e  
c r e d i t  unions h e ld  a s s e t s  o f  between $100,000 and $500,000, w hile  5*2 
p e r  cen t  had a s s e t s  o f  under $1 0 ,0 0 0  and only 2 * 1  p e r  cen t  had a s s e t s  
exceeding  $1,000,000 (Table XIV). Federa l c r e d i t  unions v a r ie d  even 
more in  s i z e  o f  a s s e t  h o ld in g s ,  rang ing  from $39 to  $2 ,952 ,562 . Almost 
15 p e r  cen t o f  the  f e d e ra l  c r e d i t  unions h e ld  l e s s  than  $10,000 in  
a s s e t s  w hile  f iv e  p e r  cen t h e ld  a s s e t s  in  excess  o f  $ 1 , 0 0 0 ,0 0 0 .
L ou is iana  c r e d i t  unions o p e ra t in g  in  1962 a ls o  d i f f e r e d
widely in  age. The 413 u n i t s  were e s t a b l i s h e d  over a p e r io d  o f  38
y ea rs  w ith  th e  consequence t h a t  many were we11- developed and had been
seasoned by y e a rs  o f  o p e ra t in g  experience  through a v a r i e ty  o f  b u s in e ss
c o n d it io n s  w hile  o th e rs  were new and r e l a t i v e l y  u n te s te d .  S ta te  and
f e d e r a l ly  c h a r te re d  u n i ts  d i f f e r  more w idely in  age than  in  s i z e  w ith
79*4 p e r  cen t o f  the  s t a t e  and only 37.1 p e r  cen t  o f  th e  f e d e r a l  unions
hav ing  been in  o p e ra t io n  ten  y ea rs  o r  more. As shown by Table XV, no
s t a t e  c r e d i t  unions were under two y ears  o f  age and only fo u r  had been
in  o p e ra t io n  f o r  under f iv e  y e a r s ,  w hile  49 f e d e r a l  c r e d i t  unions were
under two y e a rs  o f  age and a t o t a l  o f  90 had op e ra ted  l e s s  than  f iv e  
1y e a r s .
The r e l a t i o n s h ip  between s i z e  and age i s  dem onstra ted  t o  some 
e x te n t  in  Table X III ,  When the  74 c r e d i t  unions which had been o p e ra t in g  
f o r  le s s  than fou r  y ea rs  a re  o m it ted ,  average a s s e t  h o ld in g s  o f  th e
^"The absence o f  new s t a t e  c r e d i t  unions cannot be accounted 
f o r  by economic f a c to r s  and consequently  l i e s  o u ts id e  th e  scope o f  t h i s  
t h e s i s .
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TABLE XIV
DISTRIBUTION BY ASSET SIZE OF STATE AND FEDERAL CREDIT UNIONS 
OPERATING IN LOUISIANA, DECEMBER 31, 1962.
ASSET SIZE STATE FEDERAL ALL
Number Per Cent* Number Per Cent* Number P er  Cent*
Less than  $5,000 3 3.1 31 9 .8 34 8 . 2
$5,000 to  $9,999 2 2 . 1 16 5 .1 18 4 .4
$10,000 to  $24,999 4 4 .1 49 15.5 53 1 2 , 8
$25,000 to  $49,999 15 15.5 44 13.9 59 14 .3
$50,000 to  $99,999 13 13.4 39 12.3 52 1 2 . 6
$100,000 to  $249,999 28 29,0 69 2 1 . 8 97 23 .5
$250,000 to  $499,999 19 19.6 32 1 0 . 1 51 12.3
$500,000 to  $999,999 11 11.3 20 6 .3 31 7.5
$1,000,000 to  $1,999,999 2 2 . 1 9 2 . 8 1 1 2 .7
$2,000,000 to  $4,999,999 _0 0 . 0 __7 2 . 2 __7 1 .7
T o ta l 97 1 0 0 . 0 3.6 1 0 0 . 0 413 1 0 0 . 0
Source: Compiled from d a ta  su p p l ie d  by L ou is iana  S ta te  Banking Department and
Bureau o f  F edera l C re d it  Unions.
* D e ta i l  may n o t  t o t a l  100,0% due to  rounding.
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AGE
TABLE XV
DISTRIBUTION OF STATE AND 
OPERATING IN LOUISIANA ON
FEDERAL CREDIT UNIONS 
DECEMBER 31, 1962
AGE IN YEARS S ta te F ed e ra l  A ll
Number P e r  Cent Number Per Cent Number P er  Cent
Under 2 0 0 . 0 •49 15.5 49 11.9
2 b u t  under 5 i+ *♦.1 •41 13.0 •45 10.9
S bu t under 10 16 16.5 109 3*4.5 125 30.3
10 bu t  under 15 32 33.0 60 19,0 92 22.3
15 b u t  under 20 11 11.3 •4 1 .3 15 3.6
20 and over 2 1 35,1 53 16.8 87 2 1 . 1
T o ta l 97 1 0 0 . 0 * 316 1 0 0 . 0 * •413 1 0 0 . 0 *
* D e ta i l  may not add t o  100.0 because o f  rounding .
Source: L ou is iana  S ta te  flanking Department and Bureau o f  F ede ra l  C re d it
Unions.
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rem aining u n i t s  a re  $266,553, with s t a t e  c r e d i t  unions averag ing  
$2 35,366 and f e d e r a l  c r e d i t  unions h o ld in g  a s s e t s  o f  $278,674, Member­
s h i p ,  sh a re  a c c o u n ts ,  and loans o u ts ta n d in g  show a s i m i l a r  r e l a t i o n s h ip .
Thus, th e  l e g a l  framework has made i t  p o s s ib le  f o r  a la rg e  
v a r ie ty  o f  s i z e s  of c r e d i t  unions t o  develop over a f a i r l y  s u b s t a n t i a l  
p e r io d  o f  t im e . While sm a ll  s i z e  and b r e v i ty  o f  o p e ra t in g  experience  
does not n e c e s s a r i l y  p rec lude  a c r e d i t  union from f u l f i l l i n g  i t s  
economic f u n c t io n s ,  s i z e  may in f lu e n c e  th e  c r e d i t  u n io n 's  a b i l i t y  t o  
meet th e  needs o f  i t s  members and m a te r i a l ly  a f f e c t s  i t s  v u ln e r a b i l i ty  
to  r e c e s s io n s ,  s t r i k e s ,  and even s e a s o n a l  economic c o n d i t io n s .  S ince 
sm a lln ess  in  s i z e  i s  more c h a r a c t e r i s t i c  o f  f e d e r a l  than  s t a t e  c h a r te re d  
u n io n s ,  one would expect t o  f in d  th o se  problems a s s o c ia t e d  w ith  sm allness  
o c c u rr in g  more f re q u e n t ly  in  the  f e d e r a l ly  c h a r te r e d  c r e d i t  un ions.
2 . Type and d iv idend  d i s t r i b u t i o n .  C re d it  unions a re  formed 
among groups o f  people  hav ing  some common bond o f  r e l a t i o n s h i p .  This 
common bond may be employment by the  same f irm  o r  in  the  same i n d u s t r y ,  
membership in  th e  same o rg a n iz a t io n ,  o r  re s id e n c e  in  th e  same ne igh bo r­
hood, Table XVI shows the  d i s t r i b u t i o n  o f  those  c r e d i t  unions over  fou r 
y e a rs  o ld  among the  th r e e  types and by average  sh a reh o ld in g s  p e r  member. 
Of the  s t a t e  and f e d e ra l  c r e d i t  unions which had been in  o p e ra t io n  fou r 
o r  more y ea rs  on December 31, 1962, over 84 p e r  cen t were based on th e  
common bond o f  occupation  w hile  13 p e r  c e n t  were based  on a s s o c ia t io n  . 
and th re e  p e r  cen t  on re s id e n c e .
Average sh a reh o ld in g s  p e r  member tended  t o  be l a r g e r  in  
o c c u p a tio n a l  c r e d i t  unions than in  o th e r  ty p e s .  In only 19.5 p e r  
cen t  o f  th e  o c cu p a tio n a l  c r e d i t  unions were sh a reh o ld in g s  pe r  member
83
TABLE XVI
AVERAGE SHARES PER MEMBER OF CREDIT UNIONS FOUR YEARS OLD OR 
OLDER OPERATING IN LOUISIANA, DECEMBER 31, 1962
SHARES PER MEMBER BASIS OF MEMBERSHIP
Occupation A ssoc ia tion  Residence T o ta l
Num- Per tfura- P e r  Num- P e r  Num-"" "'Per
b e r Cent b e r Cent b e r Cent b e r Cent
FEDERAL:
Under $100,00 14 6 . 8% 16 51.6% 1 2 0 . 0 % 31 1 2 . 8%
$100.00 -  199.99 28 13,5 8 25 .8 3 60,0 39 16.0
$200,00 -  299,99 36 17 ,4 3 9 ,7 0 0 . 0 39 16.0
$300.00 -  399.99 45 21 .7 3 9 .7 1 2 0 , 0 49 2 0 . 2
$400,00 -  499,99 29 14.0 1 3.2 0 0 . 0 30 12.3
$500.00 -  599.99 32 15.5 0 0 . 0 0 0 . 0 32 13.2
$600.00 -  699.99 11 5,3 0 0 . 0 0 0 . 0 11 4 .5
$700.00 -  799.99 7 3.4 0 0 . 0 0 0 . 0 7 2.9
$800.00 -  899.99 3 1.4 0 0 . 0 0 0 . 0 3 1 . 2
$900.00 -  999.99 2 1 . 0 0 0 . 0 0 0 . 0 2 . 8
$1 , 0 0 0 , 0 0  and over 0 0 , 0 0 0 . 0 0 0 . 0 0 0 . 0
T o ta l s : 277 160.6%* TT 1 0 0 . 0 %* ? 17(577%* T O 1 0 0 . 0 %*
STATE:
Under $100,00 3 3.8% 0 0 . 0 % 1 33.3% 4 4.2%
$100,00 -  199.99 11 13.9 3 21 .4 1 33.3 15 15.6
$200,00 -  299.99 15 19.0 5 35.7 1 33.3 21 21.9
$300.00 -  399.99 17 21.5 3 21 ,4 0 0 . 0 20 2 0 . 8
$400.00 -  499,99 17 21.5 1 7 .1 0 0 . 0 18 18.8
$500.00 -  599,99 5 6 .3 1 7 .1 0 0 , 0 6 6 .3
$600.00 -  699.99 5 6 .3 1 7 .1 0 0 . 0 6 6 ,3
$700.00 -  799.99 4 5 .1 0 0 . 0 0 0 . 0 4 4.2
$800,00 -  899,99 0 0 . 0 0 0 . 0 0 0 . 0 0 0 . 0
$900,00 -  999.99 0 0 . 0 0 0 , 0 0 0 . 0 0 0 . 0
$1 ,0 0 0 , 0 0  and over 2 2 .5 0 0 . 0 0 0 , 0 2 2 . 1
T o ta ls : ?7 i 6o.o%* 14 1 0 0 . 0 %* 3 1 0 0 , 0’%* 96 1 0 0 . 0 %*
ALL:
Under $100,00 17 5.9% 16 35,6% 2 25.0% 35 10,3%
$100,00 -  199,99 39 13.6 11 24.4 4 50.0 54 15.9
$200.00 -  299.99 51 17,8 8 17,8 1 12.5 60 17.7
$300.00 -  399.99 62 21,7 6 13.2 1 12.5 69 20 .4
$400,00 -  499.99 46 16.1 2 4 .4 0 0 . 0 48 14,2
$500.00 -  599.99 37 12.9 1 2 . 2 0 0 . 0 38 1 1 . 2
$600,00 -  699.99 16 5.6 1 2 , 2 0 0 . 0 17 5.0
$700.00 -  799.99 11 3.8 0 0 , 0 0 0 . 0 11 3.2
$800,00 -  899.99 3 1 . 0 0 0 . 0 0 0 . 0 3 .9
$900.00 -  999.99 2 .7 0 0 . 0 0 0 . 0 2 . 6
$1 , 0 0 0 , 0 0  and over 2 ,7 0 0 . 0 0 0 . 0 2 . 6
T o ta l s ; 286 1 0 0 . 0 %* 45 100 ' . 0 %* 8 1 0 0 . 0 %* 339 1 0 0 , 0 %*
‘"'Detail may no t t o t a l  100D% due t o  rounding f a c t o r .
Source: Compiled from d a ta  su p p l ie d  by L o u is iana  Banking Department and
Bureau o f  F ed e ra l  C re d i t  Unions,
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l e s s  than $200  on th e  av erag e , w hile  average sh a reh o ld in g s  in  60,0 p e r  
cen t o f  the  a s s o c i a t io n a l  and 75,0 p e r  cen t o f  th e  r e s i d e n t i a l  c r e d i t  
unions were below $200, (See Table XVI*)
3. Performance o f  L o u is ia n a 's  c r e d i t  un ions . The n a tu re  
o f  the  c r e d i t  union i s  such t h a t  i t s  su c ce ss  in  m eeting th e  needs o f  
members i s  not e n t i r e l y  s u b je c t  t o  s t a t i s t i c a l  m easure. N e v e r th e le s s ,  
some i n s ig h t s  may be gained i n to  th e  performance c h a r a c t e r i s t i c s  o f  
c r e d i t  unions by o b se rv ing  t h e i r  d iv id en d  payments and th e  degree t o  
which saved funds a re  channeled i n to  loans t o  members*
The d iv idend  r a t e  p a id  by a c r e d i t  union w i l l  a f f e c t  th e  
a b i l i t y  o f  the  i n s t i t u t i o n  to  a t t r a c t  and t o  ho ld  members' s a v in g s .
S ince th e  fu n c t io n  o f  a c r e d i t  union i s  t o  accumulate th e  sav in gs  o f  
members and use th e se  funds t o  ex tend  loans t o  members, th e  a b i l i t y  t o  
a t t r a c t  sav in gs  i s  e s s e n t i a l  t o  su c c e ss .
Dividend r a t e s  p a id  d u rin g  1962 by c r e d i t  unions in  L ou is iana  
which had been in  o p e ra t io n  fo r  fo u r  y e a rs  o r  more a re  shown in  Table 
XVII. Less than  f iv e  p e r  cen t o f  th e  339 c r e d i t  unions had no d iv idend  
d i s t r i b u t i o n  du ring  1962, and 237 ( o r  69.9 p e r  c e n t )  pa id  d iv idends o f  
*4 ,0  t o  5 .9 p e r  c e n t ,  Those c r e d i t  unions based  on a common bond o f  
a s s o c ia t io n  in d ic a te d  weakness s in c e  they  made up only 13.3  p e r  cen t  o f  
a l l  c r e d i t  unions fo u r  y ea rs  o ld  and o ld e r  b u t  accounted f o r  43 ,8  p e r  
cen t  o f  th ose  no t paying d iv idends in  1962.
To t e s t  th e  r e l a t i o n s h ip  between s i z e  and perform ance, an 
a r ra y  was p repared  showing both a s s e t  s i z e  and d iv iden d  r a t e  p a id  
d u r in g  1962. As shown in  Table XVIII, t h e  very sm a ll  unions tended  to
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TABLE XVII
DIVIDEND RATES PAID DURING 1962 BY CREDIT UNIONS IN LOUISIANA
FOUR YEARS OLD OR OLDER
DIVIDEND 
RATE PAID BASIS
Occupation 
Num- Per 
b e r  Cent
OF MEMBERSHIP
A sso c ia tio n  
Num- Per 
b e r  Cent
Residence 
Num- Per 
b e r  Cent
Num­
b e r
A ll
Per
Cent
FEDERAL:
0 .0  -  0 .9 5 2.4% 5 16,1% 0 0 . 0 % 10 4.1%
1.0 -  1,9 0 0 . 0 1 3.2 0 0 . 0 1 0 ,4
2 .0  -  2 .9 4 1.9 3 9 ,7 0 0 . 0 7 2.9
3.0 -  3.9 13 6 .3 3 9 .7 1 2 0 . 0 17 7,0
4.0 -  4.9 69 33.3 14 45.2 4 80.0 87 35.8
5 .0  -  5.9 79 38.2 4 12.9 0 0 . 0 83 34.2
6 .0  -  6 .9 37 17.9 1 3.2 0 0 . 0 38 15.6
7 ,0  -  7 .9 0 0 . 0 0 0 , 0 0 0 . 0 0 0 . 0
8 . 0 0 0 . 0 0 0 . 0 0 0 . 0 0 0 . 0
T o ta ls : 207 1 0 0 . 0 %* 31 1 0 0 . 0 %* 5 1 0 0 . 0 %* 243 1 0 0 .1 )%*
STATE:
0 .0  -  0 .9 4 5 .1 2 14.3 0 0 . 0 6 6 .3
1.0 -  1,9 0 0 . 0 0 0 . 0 0 0 . 0 0 0 . 0
2 .0  -  2 .9 3 3.8 0 0 . 0 1 33 .3 4 4.2
3.0 -  3.9 4 5 ,1 2 14.3 1 33.3 7 7.3
4 .0  -  4 .9 23 29.1 8 57.1 1 33.3 32 33.3
5.0 -  5.9 33 41.8 2 14.3 0 0 . 0 35 36,5
6 .0  -  6 .9 10 12.7 0 0 . 0 0 0 . 0 10 10,4
7.0 -  7.9 0 0 . 0 0 0 . 0 0 0 . 0 0 0 . 0
8 . 0 2 2 .5 0 0 . 0 0 0 . 0 2 2 , 1
T o ta ls : 15 1 0 0 . 0 %* 14 1 0 0 . 0 %* 3 1 0 0 . 0 %* 96 1 0 0 . 0 %*
ALL:
0 .0  -  0 .9 9 3 .1 7 15.6 0 0 . 0 16 4 .7
1 .0  -  1.9 0 0 . 0 1 2 . 2 0 0 . 0 1 0 .3
2 .0  -  2 ,9 7 2 ,4 3 6 ,7 1 12.5 11 3.2
3.0 -  3.9 17 5.9 5 1 1 . 1 2 25.0 24 7 .1
4.0 -  4 .9 92 32.2 22 48.9 5 62 .5 119 35.1
5.0 -  5.9 112 39.2 6 13.3 0 0 . 0 118 34.8
6 .0  -  6 .9 47 16,4 1 2 . 0 0 0 . 0 48 14,2
7.0 -  7.9 0 0 . 0 0 0 . 0 0 0 , 0 0 0 . 0
8 .0 2 0 .7 0 0 . 0 0 0 , 0 2 0 . 6
T o t a l s : 286 Ioo,o%* 45 1 0 0 , 0%* "8 1 0 0 , 0 %* 339 1 0 0 , 0 %*
* D e ta i l  may n o t  t o t a l  100.0% due t o  rounding f a c t o r .
Source: Compiled from d a ta  su p p l ie d  by L ou is iana  Banking Department and
Bureau o f  F ed era l  C re d it  Unions,
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TABLE XVIII
DISTRIBUTION BY ASSET SIZE AND DIVIDEND RATE PAID BY STATE AND FEDERAL
CREDIT UNIONS OPERATING IN LOUISIANA DURING 1962
Asset S ize Dividend Rate Pa id  During 1962
December 31, 1962 Less than  2 .0  to  **,0 t o  6,0% and T o ta l  
2.0% 3.9% 5.9% over
Less than  $5,000 29 3 2 0 34
$5,000 t o  $9,999 9 3 6 0 18
$10,000 t o  $2** ,999 8 12 32 1 53
$25,000 t o  $*+9,999 6 16 36 1 59
$50,000 t o  $99,999 1 6 42 3 52
$100,000 to  $249 ,999 1 2 75 19 97
$250,000 t o  $499,999 0 1 38 12 51
$500,000 t o  $999,999 0 0 22 9 31
$1,000,000 t o  $1,999,999 0 0 7 4 11
$2,000,000 t o  $4,999,999 0 1 5 1 7
A ll  c r e d i t  unions T*+ W
P ercen tage  D is t r ib u t io n s
TeT SET T O
Less than  $5,000 85,3% 8 . 8% 5.9% 0 . 0 % 1 0 0 . 0 %
$5,000 t o  $9,999 50.0 16.7 33.3 0 . 0 1 0 0 . 0
$10,000 to  $24,999 15.1 2 2 . 6 60.4 1 .9 1 0 0 . 0
$25,000 t o  $49,999 1 0 . 2 27 .1 61.0 1 .7 1 0 0 . 0
$50,000 t o  $99,999 1 .9 11.5 80.8 5.8 1 0 0 . 0
$100,000 to  $249,999 1 . 0 2 . 1 77.3 19.6 1 0 0 . 0
$250,000 to  $499,999 0 . 0 2 . 0 74.5 23.5 1 0 0 . 0
$500,000 t o  $999,999 0 . 0 0 . 0 71.0 29.0 1 0 0 . 0
$1,000,000 to  $1,999,999 0 . 0 0 , 0 63.6 36.4 1 0 0 .0
$2,000,000 t o  $4,999,999 0 . 0 14.3 71.4 14.3 1 0 0 .0
A ll c r e d i t  unions 13.1% ToTtft 64.2% 1 2 . 1 % 1 0 0 . 0 %
Source: Compiled from d a ta  su p p l ie d  by th e  Bureau o f  F ed e ra l  C re d i t
Unions and the  S ta te  Banking Commission.
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2
pay e i t h e r  no d iv idends to  sh a re h o ld e rs  o r  very sm a ll  r a t e s .  As s i z e  
i n c r e a s e s ,  the  number and p ro p o r t io n  o f  c r e d i t  unions paying very low 
d iv idend  r a t e s  tended to  d im inish  r a p id ly .  The p ro p o r t io n  o f  c r e d i t  
unions paying 2 . 0  t o  3.9 p e r  cent d iv idends t o  sh a re h o ld e rs  in c re a s e d  
with a s s e t  s i z e  up t o  $50,000 and d e c l in e d  t h e r e a f t e r .  The p ro p o r t io n  
in  th e  h.O to  5.9 p e r  cent group in c re a s e d  w ith  s i z e  up t o  $100,000 and 
su b sequen tly  d e c l in e d .  Most s t r i k i n g  i s  th e  growth in  th e  p ro p o r t io n  
o f  c r e d i t  unions paying 6 . 0  p e r  cent o r  more throughout th e  s i z e  range 
up to  $2 ,000 ,000 . Those few very l a r g e  c r e d i t  unions w ith  a s s e t s  
exceed ing  $2 , 0 0 0 , 0 0 0  p rov ided  a minor excep tio n  t o  th e  tendency f o r  
d iv idend  r a t e s  t o  in c re a s e  w ith a s s e t  s i z e .
There i s ,  th e n ,  a s t ro n g  im p l ic a t io n  t h a t  d iv idend  r a t e s  tend  
t o  r i s e  w ith  a s s e t  ho ld ing s  a t  l e a s t  u n t i l  a f a i r l y  la rg e  s i z e  i s  
a t t a i n e d .  F u r th e r ,  t o  th e  e x te n t  t h a t  payment o f  d iv idends in d ic a te s  
e f f i c i e n c y ,  la rg e  c r e d i t  unions tend  to  be more e f f i c i e n t  than  sm a ll  
c r e d i t  un ions . The economies of s c a le  may r e s u l t  from lower u n i t  c o s ts  
o r  more e f f i c i e n t  u t i l i z a t i o n  of a v a i la b le  funds*
C re d it  unions o p e ra t in g  in  L ou is iana  on December 31, 1962, 
showed a wide d ivergence  in  the  r a t i o  o f  loans o u ts ta n d in g  to  sh a re  
c a p i t a l .  In only tw o - th ird s  (66 ,5  p e r  c e n t)  o f  th e  o p e ra t in g  c r e d i t  
unions were loans o u ts ta n d in g  between 60 and 105 p e r  cent o f  sh a re  
c a p i t a l .  In  lh .7  p e r  cent o f  th e  c r e d i t  unions loans o u ts ta n d in g  were 
l e s s  than  60 per  cent o f  sh a re s  and in  18,6  p e r  cent o f  th e  c r e d i t  unions 
loans were more than  105 p e r  cen t o f  sh a re  c a p i t a l .  (See Table XIX.)
2
The r e l a t i o n s h i p  between a s s e t  s i z e ,  d iv idend  r a t e ,  and age 
i s  i l l u s t r a t e d  by the  f a c t  th a t  o r i g i n a l  d a ta  show t h a t  o f  th e  39 c r e d i t  
unions w ith  a s s e t s  of under $1 0 ,0 0 0  which p a id  l e s s  than  2 . 0  p e r  c e n t ,
25 had been in  o p e ra t io n  l e s s  than two y e a r s .
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TABLE XIX
LOANS OUTSTANDING AS A PER CENT OF SHARE CAPITAL OF CREDIT UNIONS 
OPERATING IN LOUISIANA, DECEMBER 31, 1962
NUMBER OF CREDIT UNIONS PER CENT OF CREDIT UNIONS
IN THIS CLASS IN THIS CLASS
F edera l S ta te  T o ta l  F edera l S t a te  T o ta l
Under 30.0 8 4 12 2.5% 4.1% 2.9%
30.0 -  44,9 15 5 20 4.7 5 .2 4 .8
45.0  -  59.9 18 11 29 5 .7 11.3 7.0
60.0  -  74,9 62 10 72 19.6 10 .3 17.4
75.0 -  89,9 61 23 84 19.3 23 .7 20.3
90.0 -  104.9 98 21 119 31.0 2 1 . 6 28 .8
105,0 -  119.9 33 18 51 10.4 18.6 12.3
120.0 -  134,9 17 3 20 5 .4 3 .1 4 .8
135,0 and Over __4 _ 2 __6 1 .3 2 . 1 1 .5
T o ta ls 316 97 413 1 0 0 . 0 %* 1 0 0 . 0 %* 1 0 0 . 0 %*
* D e ta i l  may not t o t a l  1 0 0 , 0 % due to  rounding f a c t o r .
Source: Compiled from d a ta  su p p l ie d  by L ou is iana  S ta te  Banking Department
and th e  Bureau o f  F edera l C re d i t  Unions,
J
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The d ivergency was g r e a t e r  among s t a t e  than  among f e d e r a l  u n i t s .  Thus* 
on December 31, 1962, a  s i g n i f i c a n t  number o f c r e d i t  unions were w e ll  
below lend in g  cap a c i ty  as r e p re se n te d  by sh a re s  w hile  many o th e r  c r e d i t  
unions were ex ten d in g  loans w ith  funds secu red  from so u rces  o th e r  than 
members' s a v in g s .  The f a i l u r e  o f  members' sav ing s  and borrow ing needs 
to  be e x a c t ly  o f f s e t  w i th in  any one c r e d i t  union a t  a p a r t i c u l a r  time 
i s  d e a l t  w ith  in  th e  fo llo w in g  c h a p te r .
Table XX was p rep a red  t o  show th e  r e l a t i o n s h i p  between a s s e t  
s i z e  and loan t o  sh a re  r a t i o .  Loan to  sh a re  r a t i o s  f o r  very sm a ll  c r e d i t  
unions tended t o  vary c o n s id e ra b ly .  For th o se  c r e d i t  unions o p e ra t in g  
on December 31, 1962, th e  r a t i o  o f  loans o u ts ta n d in g  to  t o t a l  members' 
sh a re s  tended t o  r i s e  w ith  a s s e t  s i z e  and to  show more c e n t r a l  tendency 
up t o  a s s e t  s i z e  $250,000, In th e  s i z e  ranges above $250,000, loan to  
sh a re  r a t i o s  g e n e ra l ly  were s m a l le r  than  fo r  c r e d i t  unions in  th e  $1 0 , 0 0 0  
t o  $250,000 a s s e t  s i z e  groups, The very la rg e  c r e d i t  u n io n s ,  w ith  a s s e t s  
o f  $2 ,0 0 0 , 0 0 0  o r  more, had n e i t h e r  very low n o r  very high loan t o  sh a re  
r a t i o s .
To gauge th e  r e l a t i v e  p r o f i t a b i l i t y  o f v a rious  loan  to  sh a re  
r a t i o s ,  Table XXI r e l a t e s  th e  loan to  sh a re  r a t i o  o f  L ou is iana  c r e d i t  
unions on December 31, 1962, w ith  d iv idend  r a t e s  p a id  to  sh a re h o ld e rs  
in  1962, C re d i t  unions with, a low p ro p o r t io n  o f  t h e i r  members' sav ings  
in v e s te d  in  loans t y p i c a l l y  pa id  very low d iv id e n d s .  In 26 o f  th e  32 
c r e d i t  unions w ith  loan t o  sh a re  r a t i o s  o f  under 45 p e r  c e n t ,  d iv idends 
were l e s s  than  4 ,5  p e r  c e n t .
In g e n e ra l ,  h ig h e r  loan t o  sh a re  r a t i o s  were a s s o c ia te d  with 
h ig h e r  d iv idend  r a t e s .  The tendency f o r  d iv idend  r a t e s  t o  r i s e  w ith  the  
p e r  cen t o f  members' sh a re s  in v e s te d  in  loans i s  shown e s p e c ia l ly  by th e
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TABLE XX
DISTRIBUTION, BY ASSET S I Z E ,  OF LOAiNS OUTSTANDING AS A PERCENT 
OF SHARE CAPITAL FOR CREDIT UNIONS OPERATING IN LOUISIANA,
DECEMBER 3 1 ,  1 9 6 2
Loan to Share R a tio
Asset S ize Under
30.0%
30.0-
59.9%
6 0 ,0 -
89,9%
9 0 .0 -
119.0%
1 2 0 , 0 % 
6  over T o ta l*
Less than  $5,000 9 7 8 7 3 34
$5,000 to  $9,999 0 3 8 6 1 18
$10,000 t o  $24,999 1 5 16 26 5 53
$25,000 t o  $49,999 0 7 19 26 7 59
$50,000 t o  $99,999 0 8 15 25 4 52
$100,000 t o  $249,999 2 12 39 42 2 97
$250,000 to  $*199,999 0 3 24 23 1 51
$500,000 to  $999,999 0 3 16 10 2 31
$1,000,000 t o  $1,999,999 0 1 5 4 1 1 1
$2,000,000 t o  $**,999,999 0 0 5 2 0 7
A ll c r e d i t  unions T?
Percentage
W  B T  TYT 
D is t r ib u t io n s *
4 l ?
Less than  $5,000 26,5% 2 0 . 6% 23.5% 2 0 . 6 % 8 . 8% 1 0 0 . 0 %
$5,000 to  $9,999 0 . 0 16.7 44.5 33.3 5 .6 1 0 0 . 0
$10,000 t o  $2** ,999 1.9 9 .4 30.1 49.0 9 .4 1 0 0 . 0
$25,000 to  $49,999 0 . 0 11.9 32.2 44.0 11.9 1 0 0 . 0
$50,000 to  $99,999 0 . 0 15.4 28.9 48.1 7 .7 1 0 0 . 0
$100,000 t o  $249,999 2 . 1 12,3 40.2 43 .3 2 . 1 1 0 0 . 0
$250,000 to  $499,999 0 , 0 5.9 47 .1 45.1 2 . 0 1 0 0 . 0
$500,000 to  $999,999 0 . 0 9 .7 51.7 32.3 6 .5 1 0 0 . 0
$1,000,000 to  $1,999,999 0 . 0 9 .1 45,5 36.4 9 .1 1 0 0 . 0
$2,000,000 to  $4,999,999 0 . 0 0 . 0 71.4 28,6 0 . 0 1 0 0 . 0
A ll c r e d i t  unions 2.9% 11.9% 37.5% 41.4% 6.3% 1 0 0 . 0 %
* D e ta i l  may n o t equal 100,0% due to  rounding f a c t o r .
Source: Compiled from d a ta  su p p l ie d  by the  Bureau o f  F ed e ra l  C re d i t
Unions and the  S ta te  Banking Commission,
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TABLE XXI
DISTRIBUTION BY LOAN TO SHARE RATIO OF DIVIDEND RATES PAID DURING 1962 
BY CREDIT UNIONS OPERATING IN LOUISIANA ON DECEMBER 31, 1962
Loans as a P e r  Cent Dividend Rate Paid  During 1962
o f  Share C a p i ta l
0 t o  1 .5  t o  3 .0 t o  4 ,5  t o  6.0% and T + . 
1.4% 2.9% 4.4% 5.9% over
Number
Under 30.0% 11 0 l 0 0 12
30.0% t o  44,9% 5 0 9 6 0 20
45.0% t o  59.9% 3 2 7 14 3 29
60,0% t o  74.9% 5 2 22 38 5 72
75.0% t o  89.9% 10 1 18 44 11 84
90.0% to  104,9% 12 8 22 61 16 119
105,0% t o  119.9% 1 2 9 29 10 51
120.0% t o  134.9% 4 0 6 5 5 2 0
135,0% and over 2 0 0 4 0 6
T o ta ls I?
Percen tage
54 2oi
D is t r ib u t io n s
57 417
Under 30.0% 91.7% 0 . 0 % 8,3% 0 . 0 % 0 . 0 % 1 0 0 . 0 %
30.0% t o  44.9% 25,0 0 . 0 45.0 30.0 0 . 0 1 0 0 , 0
45,0% to  59.9% 10.3 6.9 24 .1 48 ,3 10.3 1 0 0 .0
60,0% to  74,9% 6.9 2 . 8 30.6 52.8 6 .9 1 0 0 .0
75.0% t o  89.9% 11.9 1 . 2 21 .4 52.4 13.1 1 0 0 . 0
90.0% to  104.9% 9.2 6 .7 18,5 51.3 13.4 1 0 0 .0
105.0% t o  119,9% 2 . 0 3.9 17.6 56.9 19.6 1 0 0 . 0
120,0% t o  134.9% 2 0 . 0 0 . 0 30.0 25.0 25.0 1 0 0 . 0
135.0% and over 33.3 0 . 0 0 . 0 66 .7 0 . 0 1 0 0 . 0
T o ta ls 1578% 375% 2 2 7 8 % 48,7% 1 2 , 1 % 1 0 0 . 0 %
Source: Compiled from d a ta  su p p l ie d  by th e  Bureau o f  F ed e ra l  C re d i t
Unions and th e  S ta te  Banking Commission.
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grouping o f  c r e d i t  unions paying d iv idend  r a te s  o f *+.5 to  5.9 p e r  cent 
in  the  loan t o  sh a re  ranges of >45 to  120 p e r  c e n t ,  and by the  d e f i n i t e  
tendency o f the  p ro p o r t io n  o f  c r e d i t  unions paying 6 .0  p e r  cent o r  more 
t o  r i s e  as loan to  sh a re  r a t i o s  r is e *  The tendency fo r  h igh  d iv idend  
r a t e s  t o  be a s s o c ia te d  w ith high loan t o  sh a re  r a t i o s  d isap p ea rs  f o r  
very high loan to  sh a re  l e v e l s  above 120 p e r  c e n t .  The sm a ll  number o f  
c r e d i t  unions w ith  loan  to  sha re  r a t i o s  exceed ing  135 p e r  cent makes 
g e n e r a l i z a t io n  a somewhat r isk y  e n t e r p r i s e .
I t  seems c l e a r  t h a t ,  based  upon th e  l im i te d  measuring dev ice  
o f  th e  d iv idend  r a t e ,  c r e d i t  unions do become more p r o f i t a b l e  as they 
succeed in  in v e s t in g  a l a r g e r  p ro p o r t io n  o f  t h e i r  funds in  loans t o  
members, a t  l e a s t  t o  a p o in t .  I t  i s  app aren t a l s o  t h a t  a f a i r l y  wide 
range o f  loan  to  sh a re  r a t i o s  may y i e l d  more o r  l e s s  eq u a l  r e s u l t s  in  
th e  form o f  d iv idends to  sh a reh o ld e rs  b u t  t h a t  the  extremes o f  very low 
o r  very high  loan to  sh a re  r a t i o s  a re  l e s s  p r o f i t a b l e .  The lower p r o f i t a ­
b i l i t y  o f  those  c r e d i t  unions w ith  low sh a re  t o  loan r a t i o s  may be 
e x p la in e d  by the  d i f f e r e n t i a l  between r a t e s  earned  on loans to  members 
and th o se  ea rn ed  on a l t e r n a t iv e  inves tm en ts  ( sa v in g s  and loan s h a r e s ,  
c e r t i f i c a t e s  o f  d e p o s i t ,  loans to  o th e r  c r e d i t  u n io n s ,  and so  o n ) .  The 
tendency toward lower p r o f i t a b i l i t y  o f  c r e d i t  unions w ith  very high  loan 
to  sh a re  r a t i o s  i s  le s s  marked and l e s s  s u b je c t  t o  g e n e r a l i z a t io n .  Some 
c r e d i t  unions w ith  high loan  to  sh a re  r a t i o s  had q u i te  good r e s u l t s  
w hile  o th e rs  performed p o o r ly .  Those which had low d iv idend  r a t e s
3
A n o ta b le  example was one s t a t e  c r e d i t  union which on 
December 31, 1962, had a s s e t s  exceeding  $1 ,000 ,0 00 , a loan to  sh a re  r a t i o  
o f  12>4 p e r  c e n t ,  and pa id  d iv idends t o  6 .6  p e r  cent d u r in g  the  y e a r .
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coupled w ith high loan t o  sh a re  r a t i o s  tended t o  be sm all  u n i ts  which 
ty p ic a l l y  pay lower d iv iden d  r a t e s  and which may have been unable to  
secu re  favo rab le  terms on borrowed funds.
CHAPTER IV
THE CREDIT UNION AS A FINANCIAL INSTITUTION IN LOUISIANA:
ITS ROLE, PROBLEMS, AND PROSPECTS FOR FUTURE GROWTH
In o rd e r  f u l ly  t o  unders tand  and adeq ua te ly  t o  e v a lu a te  an 
economic i n s t i t u t i o n ,  one must look beyond i t s  h i s t o r i c a l  development, 
i t s  l e g a l  framework, and i t s  o p e ra t in g  c h a r a c t e r i s t i c s  t o  ask the  
q u e s t io n s :  What, in  an economic s e n s e ,  i s  the  fu n c t io n  o f  th e
i n s t i t u t i o n ?  Does the  o rg a n iz a t io n  and l e g a l  framework enab le  th e  
i n s t i t u t i o n  to  perform  i t s  ta sk?  What, i f  any , a re  the  shortcom ings 
o f  t h i s  economic i n s t i t u t i o n  th a t  would h in d e r  i t s  perform ance o f  t h a t  
t a s k  and how might th e se  shortcom ings be c o rre c te d ?
The c r e d i t  union i s  a f i n a n c i a l  i n s t i t u t i o n  o p e ra t in g  as an 
in te rm ed ia ry  in  the  f i n a n c i a l  markets o f  L o u is ia n a ,  I t  i s  th e  purpose 
o f  t h i s  c h a p te r  to  ex p la in  the  ro le  o f  the  c r e d i t  union as i t  a f f e c t s  
i t s  members, a l t e r n a t i v e  f i n a n c ia l  i n s t i t u t i o n s ,  and the  economy as a 
whole. A d d i t io n a l ly ,  th e  problems o f  l i q u i d i t y ,  so lv e n c y ,  and e q u ity  
a re  d isc u sse d  as they  a f f e c t  the in te rm ed ia ry  ro le  o f  the  c r e d i t  union. 
F in a l l y ,  th e  problems and p ro sp ec ts  f o r  fu tu re  c r e d i t  union growth and 
the  d e s i r a b i l i t y  o f  growth a re  t r e a t e d ,
I .  THE ROLE OF FINANCE AND FINANCIAL INTERMEDIATION
Broadly conce ived , f inance  encompasses th r e e  prim ary fu n c t io n s  
th e  p ro v is io n  of a s a t i s f a c t o r y  medium o f  exchange and measure o f  value}
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th e  p ro v is io n  o f  a market f o r  the  t r a n s f e r  from hand to  hand o f  f i n a n c i a l  
in s t ru m e n ts ;  and th e  t r a n s f e r  of funds from s u rp lu s  spend ing  u n i t s  ( th o se  
t h a t  re c e iv e  more c u r re n t  income than they  d e s i r e  to  spend c u r r e n t ly )  t o  
d e f i c i t  spend ing  u n i t s  ( th o s e  u n i t s  which d e s i r e  t o  spend more c u r r e n t ly  
than  they  re c e iv e  as incom e).^  I t  i s  the  l a t t e r  fu n c t io n  o f  f in an ce  
which i s  o f  i n t e r e s t  in  t h i s  p a r t i c u l a r  t h e s i s .
Finance o p e ra te s  through the  medium o f  f i n a n c i a l  i n s t i t u t i o n s .
Some o f  th e s e  f i n a n c i a l  i n s t i t u t i o n s  se rv e  as b r o k e r s ,  coming between
th e  s u rp lu s  spending u n i t s  ( th e  s a v e r s )  and th e  d e f i c i t  spend ing  u n i t s
( th e  b o r ro w e rs ) ,  p r im a r i ly  as a communications l i n k .  O ther f i n a n c i a l
i n s t i t u t i o n s  p lay  a more d i r e c t  r o le  in  th e  t r a n s f e r  o f  funds from sa v e rs
to  b o rro w ers .  These i n s t i t u t i o n s  p lace  them selves between th e  u l t im a te
le n d e rs  and borrowers by o f f e r in g  to  th e  le n d e rs  s e c u r i t i e s  which a r e ,
in  f a c t ,  o b l ig a t io n s  o f  the  f i n a n c ia l  in te rm e d ia ry  and In  tu rn  by
2
pu rchasing  th e  d i r e c t  s e c u r i t i e s  o f  the  u l t im a te  borrow er.
By p oo ling  the  sav ings  o f  a number o f  su rp lu s  spend ing  u n i t s ,  
s e v e r a l  b e n e f i t s  d e r iv e  t o  the  s a v e r .  One b e n e f i t  i s  th e  reduced r i s k  
o f  l o s s .  S ince the f i n a n c i a l  i n s t i t u t i o n  sp reads  i t s  purchase  o f  primary 
s e c u r i t i e s  over a number o f  b o rrow ers ,  the  d e fa u l t  o f  one o r  two need n o t  
endanger th e  p r in c ip a l  o f  th e  in d iv id u a l  s a v e r .  A d d i t io n a l ly ,  s in c e  the  
s e c u r i t i e s  purchased by the  f i n a n c i a l  i n s t i t u t i o n  t y p i c a l l y  have s ta g g e re d
^Erwin Vf. Boehmler ( e d . ) ,  and Roland I ,  Robinson, Frank H. Gane, 
and Loring C, F a x v e l l ,  F in a n c ia l  I n s t i t u t i o n s  (Homewood, I l l i n o i s :
Richard D, I rw in ,  I n c . ,  1956), p. 21.
2
John G. G urley , " F in a n c ia l  I n s t i t u t i o n s  in  th e  Sav ing-Investm ent 
P ro c e s s ,"  Proceed ings o f  th e  Second Annual  Conference on Savings and 
Residen t i a  1' VinancTng, 1959 (United^ S ta te s  Savings~"and"”Loan League, 
C hicago). R eprin ted  in  Readings in  Financ i a l  I n s t i t u t i o n s ,  e d i t e d  by 
M arshall D. Ketchum and Leon f ,  K enda.ilT B oston : IToughton" M if f l in  C o .,
1965), p . 10,
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m a tu r i t i e s  and s in c e  the  f i n a n c ia l  i n s t i t u t i o n  i s  con tinuously  re c e iv in g  
a d d i t i o n a l  saved fu n d s ,  the  in d iv id u a l  s a v e r  ga ins  l i q u i d i t y  in  t h a t  he 
can u su a l ly  convert the  f in a n c ia l  i n s t i t u t i o n ' s  o b l ig a t io n  i n to  cash w ith  
l i t t l e  o r  no tim e delay  and l i t t l e  r i s k  o f  l o s s .
At the  same t im e ,  the  d e f i c i t  spending  u n i t  b e n e f i t s  from th e  
f i n a n c i a l  in te rm ed ia ry  in  t h a t  the  d e f i c i t  spending  u n i t  can se cu re  
l a r g e r  loans than  could be secu red  from any one primary le n d e r  and on 
b e t t e r  te rm s . The r i s k  o f  lo s s  t o  the  u l t im a te  le n d e r  i s  l e s s ,  the  
l i q u i d i t y  o f  th e  u l t im a te  l e n d e r 's  funds i s  g r e a t e r ,  and o f te n  th e  
convenience to  th e  u l t im a te  le n d e r  i s  enhanced by the  in te rm e d ia ry  
fu n c t io n .  Thus, the  u l t im a te  l e n d e r ,  i^ .e^ , th e  s u rp lu s  spend ing  u n i t ,  
does no t  r e q u ire  as la rg e  a r e tu rn  as in  d i r e c t  le n d in g ,  and th e  u l t im a te  
borrow er can use th e  funds fo r  a lo nger  p e r io d  o f  t im e.
The economy as a whole a ls o  b e n e f i t s  from th e  p resen ce  o f  th e  
f i n a n c i a l  in te rm e d ia ry .  S ince s a f e t y ,  l i q u i d i t y ,  and convenience to  th e  
s u rp lu s  spending  u n i t  o r  s a v e r  i s  in c r e a s e d ,  s a v in g  shou ld  be s t im u la te d  
and saved funds should  be channeled in to  th e  spend ing  s tream  w ith  l i t t l e  
d e la y .  On th e  o th e r  hand, th e  c o s t  o f u s in g  funds i s  decrea sed  and the  
convenience in  u s ing  borrowed funds i s  in c re a s e d  f o r  th e  u l t im a te  u se r  
o f  fu n d s , £»e_», the  d e f i c i t  spending  u n i t ;  t h e r e f o r e ,  more a c t i v i t y  can 
be expected  on the  p a r t  o f  the  d e f i c i t  spend ing  u n i t .
S oc ie ty  b e n e f i t s  because the  f i n a n c i a l  system  works more 
smoothly and more adequ a te ly  to  meet the  needs o f  both s u rp lu s  and 
d e f i c i t  spending  u n i t s .  The b e n e f i t  i s  bo th  a more r a p id  t r a n s f e r  o f  
funds (and th e r e f o r e  more complete u t i l i z a t i o n  o f  economic re s o u rc e s )  
and an in c re a s e  in  th e  ab so lu te  amount o f  funds which a re  l i k e l y  to
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change hands. The s o c i a l  b e n e f i t  o f  the  t r a n s f e r  o f  funds from sa v e rs
to  borrowers i s  p re s e n t  in  the  u t i l i t y  o f time choice  in  the  use o f  funds 
and the  choice o f  goods a v a i la b le  to  pu rch ase rs  who can make l a r g e r  
e x p en d itu re s  from accumulated sav ings  o r  from lo a n s .
I I .  THE CREDIT UNION AS A FINANCIAL INTERMEDIARY
The f i n a n c ia l  r o l e  o f  the  c r e d i t  union i s  c l e a r l y  t h a t  o f  i n t e r ­
mediary. To th e  s a v e r ,  th e  c r e d i t  union o f f e r s  a f i n a n c i a l  in s t ru m e n t- -  
c r e d i t  union s h a r e s .  These sh a re s  a re  t r u e  r i s k  c a p i t a l  in  th e  even t 
o f  l iq u id a t io n  o f  the  b u s in e s s ,  bu t  du r in g  normal o p e ra t io n s  c r e d i t  union 
sh a re s  take  on c h a r a c t e r i s t i c s  very d i s s i m i l a r  from o rd in a ry  common s to c k .  
C red it  union sh a re s  t y p ic a l l y  have no p h y s ic a l  e x is te n c e  excep t on th e  
account books o f th e  o rg a n iz a t io n .  The purchase o f  sh a re s  i s  e s s e n t i a l l y  
a " d e p o s i t ” t r a n s a c t io n  p h y s i c a l ly ,  a lthough not l e g a l l y .  The borrowing 
member exchanges h i s  promise t o  repay th e  p r i n c i p a l  and i n t e r e s t  on 
s p e c i f i c  term s and over a s p e c i f i c  p e r io d  o f  time in  exchange f o r  th e  
immediate use o f  funds.
The su rp lu s  spending  u n i t ,  s e ek in g  an o u t l e t  f o r  saved fu nds , 
seeks an op tim al combination o f  s a f e t y ,  conven ience , l i q u i d i t y ,  and r a t e  
o f  r e tu r n .  To th e  e x te n t  t h a t  the  c r e d i t  union o f f e r s  a more a t t r a c t i v e  
"package" than a l t e r n a t i v e  sav ings  media, th e  member-saver ga ins  from 
the  presence  o f the  c r e d i t  union. I f  th e  c r e d i t  u n io n 's  "package" i s  
l e s s  a t t r a c t i v e ,  presumably the  s a v e r  w i l l  s e l e c t  th e  more a t t r a c t i v e  
a l t e r n a t i v e .
3Ibid,, p. 7 .
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S im i la r ly ,  the  d e f i c i t  spending  u n i t ,  s e ek in g  a source  o f  
borrowed fu n d s , seeks an optim al combination o f  convenience, terms o f 
repayment and i n t e r e s t  c o s t .  To the  e x te n t  t h a t  the  c r e d i t  union o f f e r s  
a more a t t r a c t i v e  combination o f  f a c to r s  to  th e  borrow er than  a l t e r n a t i v e  
l e n d e r s ,  the  member-borrower b e n e f i t s  from th e  s e r v ic e s  o f  the  c r e d i t  
union . I f  terms o f  th e  c r e d i t  u n io n 's  loans a re  l e s s  fav o rab le  than  
those  o f  an o th e r  l e n d e r ,  presumably th e  c r e d i t  union w i l l  lo se  the  
business*
The in te rm ed ia ry  fun c tion  o f  the  c r e d i t  union i s  d i s t in g u is h e d  
from the  in te rm ed ia ry  fu n c tio n  o f o th e r  f i n a n c ia l  i n s t i t u t i o n s  in  t h a t  
c r e d i t  union membership i s  r e s t r i c t e d  t o  persons hav ing  some common 
bond o f  a s s o c ia t io n  o th e r  than t h e i r  membership in  th e  c r e d i t  union.
The common bond o f  employment, c lub  o r  church membership, o r  res idence  
has no th in g  to  do w ith the  d e s i r e  f o r  sav in g  o r  len d in g  f a c i l i t i e s ,  
bu t  may se rv e  as a c a t a l y s t  f o r  o rg a n iz a t io n  o f  a c o o p e ra t iv e  to  meet 
the  needs o f  su rp lu s  o r  d e f i c i t  spending households.
To th e  e x te n t  t h a t  c r e d i t  unions a re  s u c c e s s f u l  in  a t t r a c t i n g  
saved funds, they  do so  la rg e ly  to  th e  ex c lu s io n  o f  o th e r  sav ings  
media. The c r e d i t  un ion , th e n ,  in c re a s e s  th e  com petit ion  f o r  saved 
funds. To the  e x te n t  th a t  c r e d i t  unions prov ide  com pe ti t ion  f o r  saved 
fu nds , o r  in d eed , t o  the  e x te n t  th a t  p o t e n t i a l  com petition  i s  p resen ted  
by th e  p o s s i b i l i t y  o f  in c re a sed  c r e d i t  union a c t i v i t y ,  a l t e r n a t i v e  
sav ings media a re  put under p re s su re  to  improve th e  "package" o f 
convenience, l i q u i d i t y ,  s a f e ty  and y i e l d  o f fe re d  t o  househo lds.
**Unless, c f c o u r s e ,  c r e d i t  unions a c tu a l ly  s t im u la te  s a v in g ,  
in  which case the  c r e d i t  union would a t t r a c t  funds in  com petition  with 
a l t e r n a t iv e  consumer goods and s e r v i c e s .  Since c r e d i t  unions do p rov ide  
a sav ings  media fo r  some people who would o therw ise  be in ad eq u a te ly  
s e rv e d ,  in  th ese  cases  a t  l e a s t ,  they  probably do s t im u la te  sa v in g .
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In c re a s in g  com petition  fo r  saved funds has been q u i te  ev id e n t  
in th e  f i n a n c ia l  markets o f  Louisiana  and the  United S ta te s  in  th e  p o s t­
war y e a r s .  This com petit ion  has led  t o  h ig h e r  i n t e r e s t  r a t e s  on United 
S ta te s  sav ings  bonds, h ig h e r  d iv idend  r a te s  and g r e a t e r  convenience 
o f fe re d  by homestead and sav ings  and loan a s s o c i a t io n s ,  and by a co ncerted  
e f f o r t  by commercial banks to  a t t r a c t  sa v e rs  through o f f e r in g  g e e a te r  
convenience ( ’’bank by m a i l ,"  "au to m atic  t r a n s f e r  from demand t o  time 
a c c o u n ts ,"  " d r iv e - in  bank ing ,"  e t c . ) ,  and h ig h e r  e f f e c t i v e  i n t e r e s t  r a t e s  
and a h o s t  o f  d i f f e r e n t  sav ings  plans*
The degree to  which c r e d i t  unions have i n t e n s i f i e d  th e  competi­
t io n  f o r  saved funds cannot be q u a n t i f i e d .  I f  the  com p e ti t iv e  p re s su re  
e x e r te d  by c r e d i t  unions i s  in  p ro p o r t io n  to  t h e i r  sh a re  o f  i n s t i t u t i o n ­
a l i z e d  p e rso n a l  sav ings  h e ld ,  then the  c r e d i t  u n io n 's  in f lu e n c e  in  th e  
market f o r  saved funds could be d ism issed  as i n s i g n i f i c a n t . ^  A d d i t io n a l ly ,  
i t  i s  p o s s ib le  to  t r a c e  much o f  th e  in c re a se d  p re s su re  t o  a t t r a c t  p e rso n a l  
sav ings  to  the  g e n e ra l  red u c tio n  in  the  l i q u i d i t y  o f  the  f i n a n c i a l  system  
fo llo w in g  the  re tu rn  t o  a f l e x i b l e  monetary p o l ic y  in  1951.
I t  i s  p o s s ib le  t o  a rg ue , however, t h a t  c r e d i t  unions have had 
a more than  p ro p o r t io n a te  com pe ti t iv e  in f lu e n c e  on r i v a l  i n s t i t u t i o n s ,  
a t  l e a s t  a t  t im e s .  The market f o r  the  sav in g s  o f low- and middle-income 
f a m il ie s  i s  probably no t n a t io n a l  o r  even s t a te - w id e .  These f a m i l ie s  
probably look w ith in  the  community f o r  an o u t l e t  f o r  t h e i r  saved  funds.
To th e  e x te n t  th a t  t h i s  i s  t r u e ,  t ig h tn e s s  in  the  n a t i o n a l  f i n a n c i a l  
markets would not be r e f l e c t e d  in  th e  "package" o f f e r e d  t o  s a v e rs  a t  th e
STable VIII in  Chapter I I  shows t h a t  c r e d i t  unions in  L ou is iana  
h e ld  only 4,0 per cen t o f the  i n s t i t u t i o n a l i z e d  p e rs o n a l  sav in g s  on 
December 31, 1962,
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l o c a l  l e v e l ,  un less  th e re  were a l t e r n a t i v e  u se rs  o f  such funds who would 
compete f o r  the  o ppo rtu n ity  to  use the  savings*
On the  o th e r  hand, the  presence  o f any number o f  r i v a l  u sers  
o f  saved funds would be unim portant i n s o f a r  as r e a l  com petit ion  i s  
concerned du rin g  a p e rio d  o f  ease in  th e  f i n a n c i a l  m arke ts . When funds 
a re  r e a d i ly  a v a i l a b l e ,  th e r e  i s  no reason f o r  sa v in g s  media to  improve 
t h e i r  o f f e r in g s  to  households in  o rd e r  t o  s e c u re  funds.
Coupling th ese  o b se rv a t io n s  w ith  th e  a c tu a l  growth reco rd  o f  
sav in g s  media in  Louisiana  during  the  post-W orld War I I  p e r io d  (C hap ter 
I I ) ,  i t  i s  p o s s ib le  t o  a ss ig n  a g r e a t e r  c o m p e ti t iv e  in f lu e n c e  t o  c r e d i t  
unions than  t h e i r  r e l a t i v e  s i z e  a lone  would i n d i c a t e .
The com petit ive  e f f e c t  o f  c r e d i t  unions In th e  in s t a l lm e n t  loan 
market i s  q u i te  s im i l a r  to  t h e i r  e f f e c t s  in  th e  market f o r  p e rso n a l  
savings.** To the  e x te n t  t h a t  a c r e d i t  union can be expected  to  w r i te  
loans to  th e  exc lu s io n  of a l t e r n a t i v e  l e n d e r s ,  t h i s  c o m p e ti t iv e  in f lu e n c e  
can be expected  to  b r in g  about changes in  th e  conven ience , te rm s ,  and 
r a t e s  charged by a l t e r n a t i v e  le n d e r s .
C re d it  unions h e ld  15.5 p e r  cen t o f  th e  in s ta l lm e n t  c o n t r a c t s  
h e ld  by s e l e c te d  f in a n c ia l  i n s t i t u t i o n s  in  L ou is iana  on December 31,
1962. (See Table XI, Chapter I I . )  N a t io n a l ly ,  c r e d i t  unions h e ld  12,0 
p e r  cen t o f  a l l  i n s t i t u t i o n a l i z e d  in s ta l lm e n t  lo an s  on December 31, 1962* 
(See Table X.)
7Smith found th a t  average f in an ce  charges  on consumer loans by 
c r e d i t  unions were g e n e ra l ly  lower than  r a t e s  charged by e i t h e r  th e  
consumer f inance  companies, s a le s  f in an ce  com panies, o r  commercial banks 
s tu d ie d  and t h a t  r a t e s  charged by a l l  fo u r  ty pes  o f  len d e rs  on p e rs o n a l  
oans d e c l in e d  from 1955 t o  1959. For a comparison o f  f inance  charges 
on consumer c r e d i t  by s e le c te d  l e n d e r s ,  see  Paul F, Sm ith , Consumer 
C re d it  Costs (P r in c e to n ,  New J e r s e y :  P r in c e to n  U n iv e rs i ty  P r e s s , 1964)*
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Thera a re  s e v e r a l  s i g n i f i c a n t  c o n s t r a in t s  on th e  com p e ti t ive  
p re s su re s  which c r e d i t  unions can e x e r t .  One o f th e se  l im i t a t i o n s  i s  
th e  in te rdependence  o f  the  sav in g  and len d in g  fu n c t io n s .  The c r e d i t  
union must have customer's f o r  i t s  lo a n s ;  o therw ise  i t  cannot o f f e r  terms 
fav o rab le  enough to  a t t r a c t  s a v in g s .  On the  o th e r  hand, a c r e d i t  union 
must have lo an ab le  funds i f  i t  i s  t o  have any in f lu e n c e  in  th e  loan 
market* Thus, both a c t i v i t i e s  must expand s im u ltan eo u s ly  fo r  th e  c r e d i t  
union to  grow. I f  r i v a l  i n s t i t u t i o n s  in  e i t h e r  th e  sav in g s  o r  loan  
market succeed in  meeting ( o r  b e a t in g )  th e  c r e d i t  u n io n 's  "package,"  
the  co m p e ti t iv e  e f f e c t iv e n e s s  o f th e  c r e d i t  union in  th e  o th e r  market 
i s  suppressed* This i s  e s p e c ia l ly  t r u e  because  o f  the  c lo s e  re g u la t io n  
o f  c r e d i t  union a c t i v i t i e s  which l i m i t s  i t s  a b i l i t y  to  se c u re  b u s in e ss  
( i . e . ,  th e  l im i te d  f i e l d  o f  membership), s e t s  maximum i n t e r e s t  c h a rg e s ,  
l im i t s  d iv id e n d s ,  r a t e s  and method o f  payment, and so  on. I f  f o r  no 
o th e r  reason than  the  r e s t r i c t e d  f i e l d  o f  membership, c r e d i t  unions 
have much l e s s  f l e x i b i l i t y  in  a d ju s t in g  r a t e s  and terms in  o rd e r  t o  
compete f o r  d e p o s i ts  and lo a n s .
Thus, c r e d i t  union growth e x e r t s  co m p e ti t iv e  p re s su re  upon 
a l t e r n a t i v e  sav ings  and len d in g  i n s t i t u t i o n s .  T his com pe ti t ion  tends 
to  cause the  r i v a l s  t o  improve th e  "package" o f f e re d  t o  th e  p u b l ic  and 
s o c ie ty  b e n e f i t s  g e n e ra l ly  from the  b e t t e r  s e r v ic e  p rov ided  by i t s  
f i n a n c ia l  i n s t i t u t i o n s . .  As r i v a l s  come t o  meet the  com petit ion  o f  the  
c r e d i t  un ion , c r e d i t  union growth r a t e s  become s e l f - l i m i t i n g  because 
the  c r e d i t  u n io n 's  a b i l i t y  to  se cu re  b u s in e ss  i s  s t r i c t l y  con fin ed .
I f  i t  could be shown th a t  com p e ti t ion  from c r e d i t  unions 
con tin ues  w ith  such fo rce  as to  e l im in a te  r i v a l s ,  then  the  s o c i a l  value 
o f  the  r i v a l s '  a c t i v i t i e s  in  a reas  o th e r  than  sav ing s  d e p o s i to ry  and
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in s ta l lm e n t  len d in g  would have t o  be weighed in  a s s e s s in g  the  s o c i a l  
d e s i r a b i l i t y  o f c r e d i t  un ions. I f ,  f o r  example, commercial banks 
tended to  be d riven  out o f  b u s in e ss  o r  s e v e re ly  hampered in  t h e i r  
o p e ra t io n s ,  s o c ie ty  might wish to  r e th in k  i t s  p o s i t io n  on th e  sponsor­
s h ip  o f  c r e d i t  un ions. The L ouisiana  exp erience  i n d i c a t e s ,  however, 
t h a t  c r e d i t  unions have not s u b s t a n t i a l l y  e l im in a te d  com petito rs  from 
the  sav in gs  and c r e d i t  m arkets .
I I I .  SOME PROBLEMS AFFECTING THE INTERMEDIARY FUNCTION
OF THE CREDIT UNION
In o rd e r  s u c c e s s fu l ly  and con tin u o u sly  t o  o p e ra te  as a  f in a n ­
c i a l  in te rm e d ia ry ,  an o rg a n iz a t io n  must have c e r t a i n  c h a r a c t e r i s t i c s  w ith 
reg a rd  t o  i t s  f in a n c ia l  and o p e ra t in g  c a p a c i t i e s .  A p a r t  o f the  "package" 
o f f e r e d  to  su rp lu s  spending u n i ts  ( s a v e r s )  a re  l i q u i d i t y ,  s a f e t y ,  and 
e q u i ta b le  t r e a tm e n t .  To d e f i c i t  spend ing  u n i t s  the  "package" c o n ta in s  
ready a v a i l a b i l i t y  o f  c r e d i t  (aga in  a form o f  l i q u i d i t y )  and continuous 
o p e ra t io n .  Having examined the  economic n a tu re  o f  the  c r e d i t  union and 
i t s  l e g a l  framework, i t  i s  a p p ro p r ia te  to  look i n to  p o s s ib le  problem 
a re a s  b e fo re  a t te m p tin g  to  e v a lu a te  the  c r e d i t  union as an economic u n i t  
o r  p r o j e c t  th e  p r o b a b i l i ty  o f  i t s  fu tu r e  development in  L ou is iana . This 
s e c t i o n ,  th e n ,  ex p lo re s  the problems o f  l i q u i d i t y ,  so lv e n cy , and e q u ity  
as they r e l a t e  t o  the  c r e d i t  union.
1. L iq u id i ty .  For the  purposes o f  t h i s  s e c t i o n ,  l i q u i d i t y  may 
be de fin ed  as the  degree o f  c o n v e r t i b i l i t y  o f  an a s s e t  i n to  a r e a d i ly  
spendable  form w ithou t r i s k  o f  l o s s ,  Money i s  the  most l iq u i d  o f  a l l  
a s s e t s  s in c e  no conversion i s  necessa ry  t o  make i t  spendab le . O ther 
a s s e t s  vary in  degree o f  l i q u i d i t y  depending upon the  speed and r i s k  
a s s o c ia te d  w ith t h e i r  conversion i n to  money.
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Households d e s i r e  l i q u i d i t y  o f  saved funds because l i q u i d i t y  
g ives them freedom t o  use th e  funds imm ediately t o  make planned 
ex p en d itu re s  and in v e s tm e n ts ,  t o  ta k e  advantage o f  unusual o p p o r tu n i t i e s ,  
o r  t o  meet unexpected em ergencies. I f  l i q u i d i t y  were th e  only goal o f  
th e  household  in  th e  d i s p o s i t io n  o f  saved fu n d s ,  households would have 
l i t t l e  need f o r  c r e d i t  un ions. In a d d i t io n  t o  l i q u i d i t y ,  households 
d e s i r e  e a rn in g s  from t h e i r  accumulated s a v in g s .  In a t te m p tin g  to  
ba lance  the  d e s i r e  f o r  l i q u i d i t y  and e a r n in g s ,  th e  f a c to r s  o f  s a f e ty  
o f  p r i n c i p a l  and convenience w i l l  be co n s id e red  by th e  s u rp lu s  spending  
u n i t .
Because s a v e rs  d e s i r e  a h igh degree o f  l i q u i d i t y  f o r  a t  l e a s t  
a s u b s t a n t i a l  p o r t io n  o f  t h e i r  fu n d s ,  c r e d i t  unions must s ta n d  ready 
t o  p rov ide  l i q u i d i t y  o r  they  w i l l  no t be ab le  t o  a t t r a c t  th e s e  fund s . 
C re d it  u n io n s , th e n ,  d e s i r e  l i q u i d i t y  in  o rd e r  t o  meet sh a re  w ithdraw al 
demands by members, F u r th e r ,  c r e d i t  unions need l i q u i d i t y  in  o rd e r  t o  
meet o th e r  o b l ig a t io n s  and t o  meet loan demands. I l l i q u i d i t y  would 
ren d e r  th e  c r e d i t  union unable to  meet shareow ner demands f o r  w ith d raw a l ,  
thus  l im i t i n g  the  i n s t i t u t i o n ' s  u se fu ln e ss  t o  s a v e r s ,  and would r e s u l t  
in  i n a b i l i t y  to  l e n d ,  consequently  l im i t i n g  i t s  u se fu ln e ss  to  bo rrow ers .
The c r e d i t  union uses funds rece iv ed  from th e  s a l e  o f  sh a re s  
t o  lend  t o  members and purchase o th e r  such inves tm en ts  as a re  l e g a l  (se e  
Chapter I I I ) ,  T y p ic a l ly ,  loans a re  o f  th e  in s t a l lm e n t  v a r i e t y ,  so  t h a t  
d u r in g  normal tim es th e re  i s  a f a i r l y  con tinuous flow of funds i n to  th e  
i n s t i t u t i o n  from loan repayments and from the  s a l e  o f  sh a re s  t o  s a v e r s .
The more o r  le s s  continuous flow o f  funds i n t o  th e  i n s t i t u t i o n  
c o n tr ib u te s  t o  a s u b s t a n t i a l  degree o f  l i q u i d i t y .  A s a v e r  d e s i r in g  to
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use h i s  funds f o r  some o th e r  purpose p re s e n ts  h i s  w ithdraw al form and 
th e  c r e d i t  un ion , in  e s se n c e ,  r e t i r e s  i t s  o u ts ta n d in g  s h a r e s —an 
o p e ra t io n  ta k in g  from a few minutes t o  a day.
The c r e d i t  un ion , th e n ,  must b a lan ce  i t s  need f o r  l i q u i d i t y  
w ith  i t s  need f o r  e a rn in g s .  The immediate sou rce  o f  l i q u i d i t y  t o  th e  
c r e d i t  union i s  cash on hand and in  demand d e p o s i ts  a t  commercial banks. 
O ther so u rces  o f  l i q u i d i t y  would be conversion  o f  a s s e t s  (government 
s e c u r i t i e s ,  sav ing s  and loan  s h a r e s ,  c e r t i f i c a t e s  o f  d e p o s i t ,  e t c . )  
i n to  cash ;  loans from commercial len d e rs  and o th e r  c r e d i t  unions} and , 
in  normal t im e s ,  the  day-to -day  flow o f  loan repayments and new sa v in g s .
During normal t im e s ,  c r e d i t  union managers can come to  gauge 
the  p robab le  demand fo r  funds to  meet w i th d ra w a ls ,  new lo a n s ,  and 
o p e ra t in g  ex p en d itu re s  and p repare  f o r  th e s e  needs w ithou t e i t h e r  
running  s h o r t  o f  funds o r  accum ulating  la rg e  s t o r e s  o f  i d l e  cash . At 
t im e s ,  however, even th e  most p rudent management o f  c r e d i t  union funds 
may not be s u f f i c i e n t  t o  meet the  c o n d it io n s  which emerge. Because 
c r e d i t  union members have a common bond o f  a s s o c i a t i o n ,  and t h i s  bond 
in  L ou is iana  i s  most o f ten  th e  bond o f  employment, a la rg e  p ro p o r t io n  
( i f  no t  a l l )  o f  the  membership i s  l i k e l y  t o  ex perien ce  th e  same economic 
fo r tu n e s  a t  the  same t im e . Thus, a s t r i k e ,  p la n t  c lo s in g  o r  n a tu r a l  
d i s a s t e r  i s  l i k e l y  to  a f f e c t  both s a v e rs  and borrowers a t  about th e  
same tim e and in  th e  same way, Savers w i l l  s to p  adding to  t h e i r  sh a re  
accounts and req u e s t  redemption o f  s h a r e s ,  borrow ers w i l l  d e s i r e  
ex te n s io n  o f  t h e i r  o u ts ta n d in g  loans and o th e rs  w i l l  apply f o r  new lo an s .  
Unless i t  i s  ab le  to  convert  i t s  major a s s e t s ,  i . e . ,  th e  n o te s  o f  members,
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i n to  cash very r a p id ly ,  th e  c r e d i t  union w i l l  face  a se v e re  d is ru p t io n  
in  o p e ra t io n .
I n t e r m i t t e n t  i n te r r u p t io n s  in  c r e d i t  union a b i l i t y  t o  repay 
sav ings  and ex tend  new loans i s  u n d e s irab le  from th e  member's s ta n d p o in t  
because i t  lowers the  degree o f  l i q u i d i t y  o f  h i s  sav in g s  and makes th e  
c r e d i t  union a l e s s  r e l i a b l e  source  o f  emergency lo a n s .  Such in te r r u p ­
t io n s  a re  u n d e s ira b le  from the  view point o f  s o c ie ty  as a whole because 
th e  e f f e c t s  o f  i n s t a b i l i t y  in  o p e ra t io n s  a t  one p la n t  o r  in  one in d u s t ry  
(such as might occur w ith  a s t r i k e )  a re  more r a p id ly  t r a n s l a t e d  to  the  
rem aining s e c to r s  o f  th e  economy i f  employees in  th e  p la n t  o r  in d u s t ry  
ex p e r ien c in g  d i f f i c u l t y  a re  a ls o  unable to  withdraw t h e i r  sav ings  from 
the  c r e d i t  union in  o rd e r  t o  m ain ta in  household  spending  l e v e l s  a t  some­
th in g  n e a r  p rev ious  l e v e l s .
The economic and s o c i a l  value o f  th e  c r e d i t  union form could 
be s t re n g th e n e d  by the  presence  o f  a source  o f  u l t im a te  l i q u i d i t y  t o  
th e  c r e d i t  union. This sou rce  o f  l i q u i d i t y  would have to  be a b le  t o  
lend  to  c r e d i t  unions ( o r  d iscoun t t h e i r  members' n o te s )  in  s u f f i c i e n t  
amounts to  allow th e  c r e d i t  union t o  meet w ithdraw al r e q u e s ts  and o th e r  
o b l ig a t io n s  and perhaps t o  make emergency loans i f  c r e d i t  union s e r v ic e s  
a re  no t t o  be i n te r r u p te d  in  tim es o f  se v e re  s t r e s s .  Such a le n d e r  o f 
l a s t  r e s o r t  would a l s o  p rev en t th e  e f f e c t s  o f  th e  work stoppage  from 
b e in g  f e l t  as s e v e re ly  by the  r e s t  o f  th e  economy; co n seq u e n tly ,  i t  
would have a s t a b i l i z i n g  e f f e c t .
The id ea  o f  a c e n t r a l  bank f o r  c r e d i t  unions i s  no t  new; in  
f a c t ,  th e  o r i g i n a l  F edera l C re d i t  Union Act as in tro d u c ed  in  193** 
con ta ined  p ro v is io n s  fo r  e s tab l ish m en t o f  f e d e ra l  c e n t r a l  c r e d i t  unions
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o p e ra t in g  w ith in  each s t a t e  and hav ing  as members both  f e d e r a l -  and
g
s t a t e - c h a r t e r e d  c r e d i t  un ions . However, the  e n t i r e  s e c t io n  was d e le te d  
from th e  b i l l  p r i o r  t o  enactm ent. B i l l s  were in tro d u c ed  in  th e  7 4 th ,  
8 1 s t ,  82nd, 83 rd , 8 4 th , and 86th Congresses which would have prov ided  
f o r  e s tab l ish m en t  o f  f e d e r a l  c e n t r a l  c r e d i t  u n io n s ,  r e g io n a l  c r e d i t  
u n io n s , o r  allowed f e d e r a l  c r e d i t  unions t o  h o ld  membership and sh a re s  in  
s t a t e - c h a r t e r e d  c e n t r a l  c r e d i t  un ions . None o f  th e s e  b i l l s  were passed  
and no p ro v is io n  has been made fo r  e n su r in g  th e  l i q u i d i t y  o f  funds 
e n t r u s te d  t o  c r e d i t  unions o th e r  than  i n t e r n a l  management d e c is io n s  and 
th e  u su a l  e x te r n a l  so u rces  o f  c r e d i t  such as commercial banks and o th e r  
c r e d i t  un ions .
U n fo r tu n a te ly ,  a l l  o f  th e se  p ro p o sa ls  s u f f e r e d  from th e  same 
b a s ic  d e f ic ie n c y :  in  each case  th e  new o rg a n iz a t io n  o r  new a u th o r i ty
would have been c o n s t ru c te d  w ith in  th e  same b a s i c  c r e d i t  union framework 
w ith  th e  same in h e re n t  l i q u i d i t y  problems a s s o c ia te d  w ith  th e  c r e d i t  
union . Perhaps the  primary reasons f o r  t h i s  d e f ic ie n c y  were the  f a i l u r e  
t o  c l e a r ly  d e f in e  as a primary goal of th e  new i n s t i t u t i o n  th e  p ro v is io n  
o f  a le n d e r  o f  l a s t  r e s o r t  t o  the  c r e d i t  union and th e  s im u ltaneous i n ­
c lu s io n  o f  the  g oa ls  o f su p p ly in g  c r e d i t  unions w ith a so u rce  of low- 
c o s t  c r e d i t  to  meet member loan demands whenever they  exceeded sh a re  
d e p o s i ts  and an i n t e r e s t - b e a r i n g  o u t l e t  f o r  tem p o ra r i ly  i d l e  funds.
Q
A StudV ° ^  Nature and Role o f  C e n tra l  C re d i t  Unions
and o f  the  D esira b i l i t y  o f P rov id ing  fo r  F e d e ra l ly -C h a r te re d  C e n tra l  
CredIT Unions' ( Wash'ington: Bureau o f~ F edera l C re d i t  U nions, United 
S ta te s ’ Department o f  H e a l th ,  E du ca tio n , and W elfa re ,  1960), p . 5,
*
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Indeed , i t  was s t a t e d  in  th e  summary o f  th e  proposed r e g io n a l  c r e d i t
union b i l l  t h a t :
The b a s ic  o b je c t iv e  o f  the  p roposa l i s  to  e s t a b l i s h  a 
method by which c r e d i t  unions may supplement funds 
de rived  from t h e i r  members' sh a re  purchases in  o rd e r  
t o  make a d d i t i o n a l  loans to  t h e i r  members f o r  th e  
p rov id en t  o r  p ro d u c tiv e  purposes t h a t  a re  ch a rac ­
t e r i s t i c  o f  the  c r e d i t  union movement.
The proposed re g io n a l  c r e d i t  unions would have had e s s e n t i a l l y  
th e  same framework as e x i s t i n g  c r e d i t  unions except t h a t  t h e i r  geographic  
a re a  o f  o p e ra t io n s  would have been expanded so  t h a t  s i x  t o  twelve i n s t i ­
t u t i o n s  would se rve  the  e n t i r e  United S ta te s}  membership would be open 
only t o  c r e d i t  u n io n s ,  not p e rso n s ;  and the  l im i t a t i o n s  on borrowing 
powers, i n t e r e s t  c h a rg e s ,  and so  on would be d i f f e r e n t .  No p ro v is io n  
was made f o r  access to  the  Federa l Reserve System f o r  c r e d i t  in  tim es 
o f  s t r e s s  and no p ro v is io n  was made f o r  d isc o u n tin g  the  paper o f  member 
c r e d i t  unions in  amounts exceeding  e x i s t i n g  l im i t s  (SO p e r  cen t  o f  p a id -  
in  c a p i t a l  and s u r p l u s ) .  C le a r ly ,  th e n ,  t h i s  p ro p o s a l ,  which seemdd to  
be th e  most prom ising o f  the  s o - c a l l e d  c e n t r a l  c r e d i t  union b i l l s ,  d id  
no t  e n v is io n  e s tab l ish m en t  o f  a le n d e r  o f  l a s t  r e s o r t  which could  
e l im in a te  th e  l i q u i d i t y  problem in h e re n t  in  the  c r e d i t  un ion .
Although no t p e rm itted  by f e d e r a l  law , a  number o f  s t a t e  laws 
perm it o rg a n iz a t io n  of c r e d i t  unions which se rv e  th e  need f o r  a sav ings  
d e p o s i to ry  and source  o f  loans to  c r e d i t  union o f f i c e r s  who m ust, because 
o f  t h e i r  p o s i t i o n s ,  r e s t r i c t  t h e i r  use o f  loan p r i v i l e g e s  from t h e i r  own 
u n i t s .  These o rg a n iz a t io n s  f re q u e n t ly  count among t h e i r  members o th e r
^"Regional C red it  Union System," C ongressiona l Record, C, 
(February  3, 1954), P a r t  I ,  p. 1251,
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c r e d i t  unions which have e i t h e r  tem p o ra r i ly  i d l e  funds o r  which need
a d d i t i o n a l  funds f o r  lend ing  to  members. In commenting upon proposed
l e g i s l a t i o n  which would have allowed f e d e r a l  c h a r t e r in g  o f  s i m i l a r
" c e n t r a l s "  and th e  p a r t i c i p a t i o n  o f  f e d e r a l  c r e d i t  u n io n s ,  th e  D ire c to r
o f  the  Bureau o f  F edera l C re d i t  Unions emphasized th e  danger in h e re n t  in
a system  whereby, du r ing  tim es o f  s t r e s s ,  the  c e n t r a l  would have the
same l i q u i d i t y  problems as member u n i t s  w ith the  s im u ltaneous r i s e  in
w ithdraw al and loan req u e s ts  and no c e r t a in  o u ts id e  source  o f  f u n d s . ^
Pursuant to  a d i r e c t i v e  con ta ined  in P u b l ic  Law 86-35*4
(S ec t io n  3 ) ,  th e  D ire c to r  o f  th e  Bureau o f  F ed e ra l  C re d it  Unions made
fo r  subm ission to  th e  Congress in  1960 a s tudy  o f  the  d e s i r a b i l i t y  o f
p ro v id in g  f e d e ra l ly  c h a r te re d  c e n t r a l s , 11 The d i r e c t o r  found t h a t  31
s t a t e s  had laws p ro v id in g  f o r  th e  e s ta b l ish m e n t  o f  i n s t i t u t i o n s  which
could in c lu d e  among t h e i r  membership o th e r  c r e d i t  unions and t h a t  th e se
" c e n t r a l s "  w ere , in  o th e r  r e g a rd s ,  su b je c t  to  th e  same re g u la to ry  and
12s t a t u t o r y  l im i ta t io n s  as o th e r  c r e d i t  u n ions . Furtherm ore , th e  t y p i c a l  
sm a ll  s i z e  o f  the  c e n t r a l s  r e l a t i v e  to  t o t a l  c r e d i t  union o b l ig a t io n s  in
10J .  Deane Gannon, Statem ent in  F edera l C re d i t  Unions,
Hearings b e fo re  Subcommittee Number 3 o f  the  Committee on banking and 
Currency, House o f  R e p re s e n ta t iv e s ,  E ig h ty -S ix th  C ongress, F i r s t  
Session  (Washington: United S ta te s  Government P r in t in g  O f f i c e ,  1959),
pp. 127-128,
Study o f  the  Nature and Role o f  C e n tra l  C re d it  Unions 
and o f  th e  De s i r a b i l i t y  o f  Provi'dl'ng f o r  F e d e ra l ly -C h a r te re d  C e n tra l  
C re d T t Un ions ( W as h in'gt on : Bureau o f  F edera l C re a i t  Unions , United
S ta te s  Department o f  H ea lth ,  E d u ca tio n , and W elfare , 1960),
12I b i d . , pp. *4-5,
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each s t a t e ,  the  tendency fo r  wide se a so n a l  flows o f  funds in to  and out
o f  the  c e n t r a l s ,  and the  absence o f  an o u ts id e  sou rce  o f  funds le d  th e
d i r e c t o r  t o  concludes
. . .  t h e i r  need f o r  l i q u i d i t y  i s  c e r t a in ly  no l e s s  than  o th e r  
c r e d i t  unions and in  f a c t  by v i r tu e  o f  a c c e p t in g  sh a re  
accounts from c r e d i t  unions t h e i r  need may be s u b s t a n t i a l l y  
g r e a t e r .  However, no b u i l t - i n  l i q u i d i t y  was found in  th e  
c e n t r a l  c r e d i t  unions s t u d i e d . ^
John T. C ro teau  e n v is io n s  th e  e s ta b l ish m e n t  o f  a n a t i o n a l  
"C e n tra l  C re d it  S oc ie ty"  under f e d e r a l  l e g i s l a t i o n  which would have as 
i t s  fu n c t io n s :
(1 )  to  se rv e  as a r e s e r v o i r  o f  l i q u i d i t y  to  enab le  c r e d i t  
un io n s , by s h o r t - te rm  borrow ing , t o  meet s e a s o n a l  o r  
e x c e p t io n a l  loan o r  sh a re  w ithdraw al demands} (2 )  by 
in te rm e d ia te - te rm  loans t o  prov ide  a s s i s t a n c e  in  th e  
growth o f  l o c a l  c r e d i t  unions which a re  e x p e r ie n c in g  a 
loan demand in  excess o f  t h e i r  c u r r e n t  s a v in g s ;  (3 )  to  
se rv e  as a " le n d e r  o f l a s t  r e s o r t , "  where a  c r e d i t  union 
c an , i f  n e c e s s a ry ,  d isco u n t up to  100 p e r  cen t  o f  i t s  
no te  h o ld in g s .
C roteau  o u t l in e s  a f a i r l y  wide v a r ie ty  o f  p o s s ib le  o rg an iza ­
t i o n a l  frameworks which he f e e l s  would be s a t i s f a c t o r y  f o r  th e  C e n tra l  
C re d it  S o c ie ty ,  Such m a tte rs  as a l t e r n a t i v e  means o f  e s t a b l i s h i n g  th e  
c o n t r o l l i n g  body; d e c is io n s  as to  w hether o f f i c e s  w i l l  be m ain tained  
in  one c e n t r a l  lo c a t io n  o r  r e g io n a l ly ;  w hether o r n o t  membership s h a l l  
be compulsory; and means o f  funding the  i n s t i t u t i o n  a re  d is c u s se d .  
S u rp r is in g ly  enough, however, Croteau does n o t  su g g e s t  t h a t  th e  
S o c ie ty 's  a b i l i t y  t o  f u l f i l l  i t s  o b l ig a t io n s  as a le n d e r  o f  l a s t  r e s o r t  
be ensured  w ith  a t i e  to  th e  n a t i o n 's  monetary a u th o r i ty - - a n  o v e rs ig h t
1?I b i d . , p. 12.
■^**A N a tio n a l  C e n tra l  C re d it  S oc ie ty  and th e  L iq u id i ty  Problem 
o f  the  Credit^ Union Movement ( Madison, "W isconsin: C re d it  Union N a tiona l
A s s o c ia t io n , 1960TT p. 6.
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which C ro teau  c r i t i c i z e d  in  a proposed n a t i o n a l  c o -o p e ra t iv e  c r e d i t  
s o c ie ty  in  Canada,*-^  C e r ta in ly  a c e n t r a l  c r e d i t  s o c ie ty  cou ld  be 
s u f f i c i e n t l y  funded i n i t i a l l y  so  t h a t  i t  would have no p r a c t i c a l  need 
o f  access  to  th e  F edera l Reserve System in time o f  l i q u i d i t y  c r i s i s , b u t  
such funding might re q u ire  a s u b s t a n t i a l  p o r t io n  o f  the  n a t i o n 's  c r e d i t  
union re so u rces  and might prove a c o s t ly  way o f  p ro v id in g  l i q u i d i t y .
The United S ta te s  has gone w ith ou t th e  b e n e f i t s  o f  an 
i n s t i t u t i o n  designed to  ensure  th e  l i q u i d i t y  o f  c r e d i t  union funds 
p a r t l y  because o f  the  f a i l u r e  to  c l e a r l y  d e f in e  th e  purposes o f  a 
c e n t r a l  c r e d i t  s o c i e ty .  Croteau improves t h i s  p o in t  s u b s t a n t i a l l y  
b u t  a c t io n  has no t y e t  been taken . The e x is te n c e  o f  a n u m b er^  o f  
" c e n t r a l  c r e d i t  unions" a t  the s t a t e  l e v e l  may a t  the  same time c r e a te  
f a l s e  confidence  in  th e  l i q u i d i t y  o f  c r e d i t  union funds and in c re a s e  
th e  p r o b a b i l i t y  o f  a l i q u i d i t y  c r i s i s  s in c e  t h e i r  a s s e t s  a re  l i k e l y  t o  
become " fro zen "  in  times o f  economic s t r e s s .
In L o u is ia n a ,  League C e n tra l  C re d i t  Union was e s t a b l i s h e d  
in  1942, t o  ex tend th e  f u l l  b e n e f i t s  o f  c r e d i t  union membership to  
o f f i c e r s  and employees o f  L ou is iana  c r e d i t  unions who a re  r e s t r i c t e d  
by law and p ro p r ie ty  in  t h e i r  u t i l i z a t i o n  o f  the  le n d in g  s e r v ic e s  o f  
t h e i r  own c r e d i t  un ions. S ta te - c h a r te r e d  c r e d i t  unions a re  a llowed t o  
ho ld  sh a re s  in  League C e n tra l  bu t may borrow only up t o  th e  amount o f  
t h e i r  s h a re h o ld in g s ;  c o n seq u en tly ,  League C e n tra l  p ro v ides  no l i q u i d i t y
^ J o h n  T. C ro teau , "C o-opera tive  C e n tra l  Banking in  Canada," 
Canadian Jo u rn a l  o f  Economics and Po l i t i c a l  S c ie n c e , XVII, No, 4 
(November, 195lT, p . 536.
16 On December 31, 1962, 32 s t a t e s  and P u e r to  Rico had 
" c e n t r a l s . "  "C e n tra l  C re d i t  Unions," The C re d it  Union Bridge Magazine, 
XXVIII, No. 4 ( A p r i l ,  1963), p. 24. "
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f o r  member c r e d i t  unions and might even compound l i q u i d i t y  problems i f  
s e v e r a l  c r e d i t  unions needed t o  withdraw s h a re s  a t  th e  same t im e . Thus, 
L ou is iana  c r e d i t  unions have no access  t o  a l e n d e r  o f  l a s t  r e s o r t  t o  
s t re n g th e n  t h e i r  f in a n c ia l  p o s i t io n  in  time o f  c r i s i s .
A b r i e f  o u t l in e  o f  one type o f  d isc o u n t  f a c i l i t y  which would 
se rv e  th e  prim ary need o f  l i q u i d i t y  p ro v is io n  i s  p re s e n te d  in  C hapter V.
2 , Solvency. For th e  purposes o f  t h i s  s e c t io n  so lvency may 
be de fin ed  as th e  c o n d it io n  o f  a c r e d i t  u n io n 's  a s s e t s  b e in g  eq u a l  t o  
o r  g r e a t e r  than  i t s  o b l ig a t io n s  to  c r e d i to r s  and s h a re h o ld e r s .  Main­
tenance  o f  so lvency  i s  im portan t i f  th e  o rg a n iz a t io n  i s  t o  p reven t the  
e ro s io n  o f  members' e q u i ty .  As a going co n ce rn , m aintenance o f  so lvency  
shou ld  invo lve  a prudent loan  and investm ent p o l i c y ;  a  good system  o f  
i n t e r n a l  acco u n tin g  and a u d i t s ;  and bonding o f  p e rso n n e l  who hand le  th e  
a s s e t s  o f  th e  c r e d i t  un ion . None o f  th e s e  p re c a u t io n s  shou ld  p re s e n t  
insurm ountab le  d i f f i c u l t y  f o r  reasonab ly  i n t e l l i g e n t  management.
I t  i s  in  th e  ev en t o f l iq u id a t io n  t h a t  th e  m a t te r  o f so lvency 
i s  l i k e l y  t o  become a se v e re  problem. Indeed , in so lv en cy  i s  one o f  th e  
c o n d i t io n s  which can cause a c r e d i t  union to  be p laced  i n t o  l iq u id a t io n  
by s t a t e  o r  f e d e r a l  re g u la to ry  a u t h o r i t i e s .  H i s t o r i c a l  reco rd s  o f
17
c r e d i t  union l iq u id a t io n s  in  L ou is iana  a re  q u i t e  s p a r s e .  In fo rm ation  
on scaledowns ( w r i t in g  down members' sh a re  accoun ts  t o  th e  l e v e l  o f  
a c tu a l  a s s e t s )  i s  l ik e w ise  u n a v a i la b le .  N e v e r th e le s s ,  th e  r i s k  to
17Mr. Eads P. Thomas o f  the  C re d i t  Union D iv is ion  o f  the  
L ou is iana  Banking Department re p o r te d  in  an in te rv ie w  on August 7 ,  1963, 
in  New O rle a n s ,  t h a t  166 c r e d i t  unions had been c h a r te r e d  from the  
in c e p t io n  o f  the  s t a t e  Act in  192U t o  December 31, 1959, and t h a t  65 , 
o r  39 p e r  c e n t ,  o f  those  c h a r te re d  had su b seq u en tly  been l iq u id a te d .
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sa v e rs  i s  p re s e n t  and d o u b tle ss  reduces th e  degree to  which households 
r e ly  upon th e  c r e d i t  union as a sav ings  medium.
The value o f c r e d i t  unions to  members and s o c ie ty  could be 
s u b s t a n t i a l l y  in c re a se d  i f  some system  were developed f o r  the  guarantee  
o f a t  l e a s t  a s u b s t a n t i a l  p o r t io n  o f  sh a re  ba lan ces  and i f  t h i s  system  
were so  o rgan ized  as t o  immediately redeem 3hare3 in  th e  even t o f  
l i q u i d a t i o n .  D isposal o f  th e  a s s e t s  o f  th e  c r e d i t  union could  then 
be undertaken w ithout the  p re s su re  o f s h a re h o ld e r s '  needs f o r  t h e i r  
funds causing  d is o rd e r ly  and unwise a c c e le r a t io n  o f  the  p ro c e s s .  The 
absence o f  an adequate sh a re  in su rance  system  p re s e n ts  some s e r io u s  
e q u ity  as w e ll  as convenience problem s. The member who d e c id e s ,  fo r  
whatever rea so n ,  to  withdraw h i s  sh a re s  p r i o r  to  th e  commencement o f 
l iq u id a t io n  proceedings may be p a id  immediately in  f u l l  w hile  members 
who w a it  a re  fo rced  to  forego w ithdraw als w hile  l i q u i d a t i o n  proceedings 
a re  consummated, and they may in c u r  lo s s e s  on t h e i r  sh a re  b a lan ces  as 
w e l l .
The c r e d i t  union movement has employed s e v e r a l  a l t e r n a t i v e
programs to  a ssu re  th e  so lvency o f  in d iv id u a l  u n i t s  and to  p ro te c t
members' sh a re  accoun ts . Beginning with Michigan in  1955, th e  leagues
in  over o n e -h a lf  o f  the  s t a t e s  had e s t a b l i s h e d  some form o f  s t a b i l i z a t i o n
18program by December, 1962. The in d iv id u a l  programs v a r ie d  w idely as to  
method o f  f in a n c in g  and o p e ra t io n a l  c h a r a c t e r i s t i c s .  G enera lly  th e  
a c t i v i t i e s  o f  the s t a b i l i z a t i o n  funds were d i r e c te d  through th e  c r e d i t  
union le a g u e s .  The most frequen t forms o f f in a n c ia l  a s s i s t a n c e  to
18" S t a b i l i z a t i o n  Programs," The C red it  Union Bridge Magazine, 
XXVIII, No. 2 (Feb ruary , 1963), unnumbered I n s e r t .
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l iq u i d a t i n g  o r  d i s t r e s s e d  c r e d i t  unions were loans and purchase o f
members* n o te s ,  N o n -f in an c ia l  a s s i s t a n c e  was prov ided  most o f te n  in  th e
form o f  advice  from fund pe rson ne l and s e r v ic e  as l i q u i d a t i n g  agent f o r  
19th e  u n i t .
Close a s s o c ia t io n  of the  s t a b i l i z a t i o n  funds w ith  s t a t e
leagues g e n e ra l ly  r e s u l t s  in  membership b e in g  l im i te d  to  those  unions
which p a r t i c i p a t e  in  th e  league . Membership in  th e  funds u su a l ly  does
no t guaran tee  any p a r t i c u l a r  amount o f  su p p o rt  ( o r  any a t  a l l )  in  the
event o f  l iq u id a t io n  o r  f i n a n c ia l  c r i s i s .  Members* sh a re  accounts are
20n o t  guaran teed . Because o f  the sm a ll  re so u rce s  o f  th e  fu n d s , such 
guaran tees  would be meaningless to  any excep t th e  s m a l le s t  c r e d i t  unions 
and not t o  them in  th e  case  o f s im u ltaneous d i f f i c u l t y  o f  s e v e r a l  u n i t s .  
In 1958, th e  L ouis iana  C re d it  Union League, in  re c o g n i t io n  o f  
th e  problems th a t  inso lvency  c re a te s  f o r  members, s o c i e t y ,  and f o r  
p o t e n t i a l  expansion o f th e  c r e d i t  union movement, e s t a b l i s h e d  a s t a b i l i ­
z a t io n  fund to  a s s i s t  weak c r e d i t  unions e i t h e r  t o  l iq u i d a te  w ithou t
21lo s s  t o  members o r  t o  r e s to re  sound o p e ra t io n s .  By March 31, 1963, 
th e  s t a b i l i z a t i o n  fund had accumulated a s s e t s  o f  $ 2 ,2 4 9 ^  and had been 
used only tw ice  t o  a id  weak c r e d i t  un ions. S ince L ou is iana  c r e d i t  
unions had p a id - in  sh a res  o f  almost $81 m il l io n  on December 31, 1962,
19Ib id .
20 The l a r g e s t  s t a b i l i z a t i o n  fun d , in  M ichigan, had t o t a l  a s s e t s  
o f  $‘+76,803 in  September, 1962, The New York and Iowa funds had $159,406 
and $150,926 r e s p e c t iv e ly  in  November, 1962, O thers were g e n e ra l ly  q u i te  
sm a ll  r e l a t i v e  to  c r e d i t  union sh a re  accounts in  each s t a t e .  Ib id ,
21 In te rv iew  w ith  Edgar L, F o n ta in e ,  Managing D i r e c to r ,
L ou is iana  C re d it  Union League, New O rlea n s ,  August 7 ,  1963,
22 F in a n c ia l  S ta tem en t,  "Annual Meeting R e p o r ts ,"  (New O rleans: 
L ou is iana  C re d it  Union League, 1963), p , 13a.
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i t  i s  e v id e n t  t h a t  th e  s t a b i l i z a t i o n  fund re p re s e n ts  only token p ro te c t io n  
to  members.
In I l l i n o i s  and M assachusetts  th e  s t a t e  governments have moved 
toward p ro te c t io n  o f  sh a re  accounts by e s t a b l i s h i n g  sh a re  in su ran ce  
c o rp o ra t io n s .  In both s t a t e s  membership in  the  program i s  open to  c r e d i t  
unions which can pass an a u d i t  p rocedure  b u t  i s  o p t io n a l  to  a l l .  Premiums 
a re  pa id  f o r  the  in su ran ce  p ro te c t io n  on the  b a s i s  o f  amount o f  sh a re  
accou n ts .
Under the  M assachusetts C re d it  Union Share In su rance  Corpora­
t i o n !  members o f  p a r t i c i p a t i n g  c r e d i t  unions a re  in su re d  up to  $6,000 
f o r  s in g le  accounts and $12,000 f o r  j o i n t  a cco u n ts .  Each group which 
a f f i l i a t e s  with the  c o rp o ra t io n  pays i n t o  th e  c o rp o ra t io n  one p e r  cent 
o f  i t s  share  and d e p o s i t  l i a b i l i t i e s  and each s i x  months pays one p e r  
cen t o f  any a d d i t io n a l  sh a re  and d e p o s i t  l i a b i l i t i e s  accum ulated. A 
sem i-annual premium o f  o n e - tw en ty -fo u r th  o f  one p e r  cent o f  sh a re  and 
d e p o s i t  l i a b i l i t i e s  i s  charged to  member c r e d i t  un ion s . The sh a re
in su ran ce  premium may be charged to  the  re q u ire d  guaran tee  fund,
23r e s e r v e s ,  undivided e a rn in g s ,  o r  c u r r e n t  expenses.
The one pe r  cen t c o n tr ib u t io n  i s  re fu ndab le  only upon l iq u i d a ­
t io n  o f  th e  c o rp o ra t io n  and i s  n o t ,  in  any c a s e ,  w ithdraw able  by the  
c r e d i t  un ion . Thus, one p e r  cent o f  th e  sh a re s  and d e p o s i ts  o f  p a r t i c i ­
p a t in g  groups i s  e s s e n t i a l l y  " s o c ia l iz e d "  fo r  th e  c o n tin u in g  p r o te c t io n  
o f  sh a re  and d e p o s i t  accoun ts .
Member c r e d i t  unions a re  allowed t o  reduce the  re q u ire d  t r a n s f e r  
t o  re se rv e s  ( th e  guaran tee  fund) by two p e r  cen t  i f  t h e i r  r e s e rv e s  equa l
^ " S h a r e  P ro te c t io n  in  M assach u se tts ,"  The C re d i t  Union 
Magazine, XXIX, No. 3 (March, 196U), p . 37, —— —.
115
a t  l e a s t  seven p e r  cent o f  a s s e t s ,  Non-member s t a t e  c r e d i t  unions in  
M assachusetts  a re  req u ire d  t o  add 10 p e r  cen t o f  g ross  p r o f i t s  to  
r e s e rv e s .  S ince i t  i s  b e lie v e d  t h a t  th e  reduced a d d i t io n  t o  re se rv e s  
w i l l  more than o f f s e t  th e  o n e -tw e lf th  o f  one p e r  cen t sh a re  in su ran ce  
premium, th e  only  c o s t  o f  the  in su ra n ce  program should  be th e  lo s s  o f
O t|
income on th e  one p e r  cent c o n t r ib u t io n .  Dividend r a t e s  should  be 
u n a ffe c te d  by t h i s  sm a ll  c o s t .
The I l l i n o i s  sh a re  guaranty  program, which i s  a p r iv a te  
c o rp o ra t io n  o p e ra t in g  under s t a t e  c h a r t e r ,  d i f f e r s  in  d e t a i l  b u t  n o t  
in  purpose o r  e s s e n t i a l  e f f e c t s  from th e  M assachusetts  program which i s  
o rgan ized  as a p u b l ic  c o rp o ra t io n .  There a re  only two b a s i c  d isadvan­
ta g e s  o f  th e se  s t a t e  programs. F i r s t ,  th e  r i s k s  o f  lo s s  p robably  shou ld  
be sp read  over a w ider a re a  than one s t a t e  in  o rd e r  t o  ta k e  th e  g r e a te s t  
advantage o f  the  in su rance  p r in c ip le .  C re d it  unions w ith in  one s t a t e  
a re  l i k e l y  t o  be s u b je c t  t o  s i m i l a r  economic f o r tu n e s .  Second, adop tion  
o f  sh a re  in su ran ce  programs by each o f th e  50 s t a t e s  would invo lve  
unnecessary  and c o s t ly  d u p l ic a t io n  o f  f a c i l i t i e s  and p e rso n n e l .  The 
same p ro te c t io n  and s e r v ic e  could  be a cq u ired  a t  lower p e r  u n i t  c o s t  by 
a na tionw ide  sh a re  in su ran ce  program.
W ithin th e  o rgan ized  c r e d i t  union movement e s ta b l ish m e n t  o f
25a f e d e r a l  sh a re  in su rance  program has g e n e ra l ly  been opposed. Reasons 
f o r  o p p o s i t io n  have been v a ried  b u t p o in ts  c i t e d  a re  th e  c o n te n t io n  th a t  
adequate p ro te c t io n  i s  a lready  provided by pruden t management, bonding
Oil
I b i d . , pp. 37-38*
25
’’Share Insu rance :  Pro and Con," The C re d i t  Union B ridge ,
XXVII, No, 12 (December, 1962), p , 12,
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o f  employees and s t a b i l i z a t i o n  funds; the  fav o rab le  h i s t o r i c a l  reco rd
which shows t h a t  75 p e r  cen t  o f  the  l iq u id a te d  f e d e r a l  c r e d i t  unions have
p a id  100 cen ts  o r  more per  d o l l a r  o f  sh a re s  and th a t  lo s s e s  p e r  member
o f  l iq u id a te d  c r e d i t  unions have been l e s s  than $11; th e  a l l e g a t io n  t h a t
c o s ts  would be p r o h ib i t iv e  o r  e x cess iv e  c o n s id e r in g  th e  sm a ll  r i s k  o f  
26l o s s ;  and so  on. Croteau even re p o r ts  the  sen tim en t in  CUNA t h a t  the
only b e n e f i t  o f f e r e d  by sh a re  in su rance  i s ,  " ' I t  would guaran tee  t h a t
c r e d i t  union members would s u f f e r  no lo s s  o f  t h e i r  sav in g s  up t o  the
in su re d  l i m i t ,  in  case the  c r e d i t  union were l iq u id a te d  because o f
27mismanagement, poor in v e s tm e n ts ,  o r  economic c o n d i t io n s .
The arguments fa v o r in g  a f e d e ra l  sh a re  in su ran ce  program c i t e
th e  inadequacy o f  most s t a b i l i z a t i o n  p lans  and t h e i r  f a i l u r e  to  p rov ide
u n iv e r s a l  coverage ; th e  h i s t o r i c a l  f a c t  t h a t  o n e - th i r d  o f  a l l  f e d e r a l
c r e d i t  unions c h a r te r e d  have been l i q u i d a t e d ;  and the  advantages o f
28e l im in a t in g  r i s k  and u n c e r ta in ty .  The lo g ic  o f  th o se  fa v o r in g  a 
n a t io n a l  sh a re  in su ran ce  sy s tem , p lus  th e  s u p e r f i c i a l  q u a l i ty  o f  argu­
ments a g a in s t  coverage , have led  t o  con tinued  s tudy  by CUNA but not to  
a  change in  p o l ic y .
More r e c e n t ly ,  a t t e n t i o n  has been focused on th e  id e a  o f  a
broad new i n s t i t u t i o n  c a l l e d  the  N a tio n a l  F edera l C re d i t  Union Fund, the
purposes o f  which:
would be p ro v id in g  an a d d i t io n a l  sou rce  o f  funds f o r  c r e d i t  
un ions; an a id  in  s e t t i n g  up an e f f i c i e n t ,  na tionw ide
26I b i d . , p. 10.
27John Tougas C ro teau , The Federa l C re d it  Union (New York* 
H arper and B ro thers  P u b l i s h e r s ,  1956), p. 1677" "
28'•Share In su ran ce :  Pro and Con,” op. c l t .  , p . 10,
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system  o f  in te r le n d in g  among c r e d i t  unions ; an a id  in  th e  
o rd e r ly  l iq u id a t io n  o f  c r e d i t  u n ions ;  an a id  in  the  
r e h a b i l i t a t i o n  and s t a b i l i z a t i o n  o f  c r e d i t  u n io n s ;  to  
h e lp  c r e d i t  unions e s t a b l i s h  l i n e s  o f  c r e d i t  w ith  o th e r  
f i n a n c ia l  i n s t i t u t i o n s ;  and t o  improve th e  g en e ra l  
w e lfa re  o f  c r e d i t  u n io n s .29
Membership in  the  " c e n t r a l  fund" would be mandatory f o r  f e d e r a l
c r e d i t  unions but o p t io n a l  f o r  s t a t e  c r e d i t  unions except where s t a t e  laws
re q u ire  membership. F inancing  o f  the  proposed fund would be accomplished
through the  req u ire d  purchase by each member group o f  sh a re s  in  th e  fund
eq u a l to  one p e r  cent o f  i t s  members' sh a re s  p lus c r e d i t o r  o b l ig a t io n s .
This amount would be re fundab le  upon w ithdraw al from the  fund. In
a d d i t io n  t o  s a l e  o f sh a re s  to  members, the  proposed o rg a n iz a t io n  could
se cu re  funds through s a le  o f  i t s  own o b l ig a t io n s  on the  open m arket,
d i r e c t  borrowing from the  U.S. T reasury and d e p o s i t s  in  i n t e r e s t - b e a r i n g
accounts by member c r e d i t  u n i o n s , ^
Government o f  th e  proposed fund would be under th e  d i r e c t i o n
o f  a board  appo in ted  by the  P re s id e n t  o f th e  United S ta te s  from a panel
31o f  nominees subm itted  by CUNA I n t e r n a t i o n a l ,
Although t h i s  c e n t r a l  fund would n o t  be t i e d  to  a f e d e ra l
sh a re  in su rance  program o f  any k in d ,  i t s  a c t i v i t i e s  in  c o o rd in a t in g
e x i s t i n g  s t a b i l i z a t i o n  programs and a id in g  in  r e h a b i l i t a t i o n  o r  o rd e r ly  
l iq u id a t io n  o f  d i s t r e s s e d  c r e d i t  unions would seem to  su p p la n t  th e  
fu n c t io n s  o f  an in su rance  program t o  some degree w ith o u t p ro v id in g  
g u a ra n tee s .  O ther powers and r e s p o n s i b i l i t i e s  o f  th e  i n s t i t u t i o n  would
29
"A C e n tra l  Fund," The C re d it  Union Magazine, XXXI, No. 4 
( A p r i l ,  1966), p . 38,
30
I b i d . , pp. 38—39,
31I b i d . , p. 39.
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be d i r e c te d  toward the  need of c r e d i t  unions f o r  a le n d e r  o f l a s t  r e s o r t ,  
a source  o f  low c o s t  c r e d i t ,  and a d e p o s i to ry  f o r  s u rp lu s  funds.
In g e n e ra l ,  the  need f o r  most o f the  fu n c t io n s  o f th e  n a t i o n a l  
fund i s  suppo rted  by th e  above d is c u s s io n s  o f  the  unique l i q u i d i t y  and 
so lvency  requirem ents o f  c r e d i t  un ions. However, th e  f a i l u r e  t o  c l e a r ly  
d i s t in g u i s h  the  le n d e r  o f l a s t  r e s o r t  fu n c t io n  and p rov ide  f o r  i t s  
accomplishm ent, and the  absence o f  a  d i r e c t  and c l e a r l y  d e fin ed  guaran tee  
o f  the  so lvency o f  in d iv id u a l  member sh a re  a c c o u n ts ,  reduces m a te r ia l ly  
th e  a d v i s a b i l i t y  o f  e s t a b l i s h in g  th e  c e n t r a l  fund as p r e s e n t ly  conceived . 
A d d i t io n a l ly ,  i t  seems h ig h ly  u n l ik e ly  t h a t  th e  Congress o f  th e  United 
S ta te s  would allow th e  organ ized  c r e d i t  union movement, rep re se n te d  by 
CUNA I n t e r n a t i o n a l ,  t o  v i r t u a l l y  c o n t r o l  an i n s t i t u t i o n  which would become 
so  v i t a l  to  th e  o p e ra t io n s  o f  American c r e d i t  un ions .
While i t  i s  t r u e  th a t  c r e d i t  unions d i f f e r  from o th e r  f i n a n c ia l  
i n s t i t u t i o n s  in  t h a t  they a re  no t open t o  th e  g e n e ra l  p u b l i c ,  c r e d i t  
unions a re  w idespread and they do h o ld  a s i g n i f i c a n t  p o r t io n  o f  th e  
p e rso n a l  sav ings  o f th e  c i t i z e n r y ;  co n seq u e n tly ,  they  shou ld  be re q u ire d  
t o  provide  adequate sa feguards  o f  l i q u i d i t y  and so lv en cy . S ince th e  
in d iv id u a l  sh a re h o ld e r  i s  not equipped to  e v a lu a te  the  r i s k s  a s s o c ia te d  
w ith  the  c r e d i t  union*s o p e ra t io n s ,  i t  becomes the  r e s p o n s i b i l i t y  o f  
government to  su p e rv ise  the  o rg a n iz a t io n s  formed to  p rovide  th e s e  s a f e -
I
guards . I t  seems in a d v isa b le  f o r  government to  d e le g a te  t h i s  a u th o r i ty  
to  th e  t r a d e  a s s o c ia t io n  which re p re s e n ts  th e  l a r g e s t  o rgan ized  body o f  
c r e d i t  un ions. In a d d it io n  to  the  p o s s i b i l i t y  o f  c o n f l i c t  o f  i n t e r e s t  
between the  w e lfa re  o f  so c ie ty  and Chat o f  c r e d i t  u n io n s ,  th e  c lo se  
c o n t r o l  o f  a n a t io n a l  fund by CUNA I n t e r n a t i o n a l  might in t im id a te  th o se  
groups which choose not t o  p a r t i c i p a t e  in  the  t r a d e  a s s o c i a t io n .
119
In summary, the  n a t io n a l  f e d e ra l  c r e d i t  union fund , as
p re s e n t ly  conce ived , does no t seem t o  be th e  p roper  v e h ic le  f o r  s o lu t io n
of the  b a s ic  l i q u i d i t y  and solvency problems o f  c r e d i t  u n io n s ,  and may
in tro duce  s e r io u s  problems o f  i t s  own. Ind eed , c o n s id e ra t io n  o f  th e
n a t io n a l  fund may se rv e  t o  cloud th e  i s s u e s  and f o r e s t a l l  development
o f i n s t i t u t i o n s  b e t t e r  s u i t e d  to  the  purpose ,
3. E qu ity . I t  seems alm ost incongruous to  in tro d u c e  the
q u es t io n  o f  e q u ity  in  a d isc u ss io n  o f  c r e d i t  un io ns . The l i t e r a t u r e  o f
32th e  c r e d i t  union movement resounds w ith  an almost r e l i g io u s  a i r .
The d e s i r e  t o  t r e a t  s a v e rs  and borrow ers e q u a l ly  has led  to  the  use o f  
pa tronage  refunds in  some c r e d i t  un ions . M atters o f  e q u i ty  pervade 
a ttem p ts  to  e s t a b l i s h  i n t e r e s t  r a t e s  on loans  and so  on.
There i s  one a re a  o f  e q u i ta b le  t re a tm e n t  which u n t i l  r e c e n t ly  
has rec e iv e d  no a t t e n t i o n ,  and has not y e t  been adequ a te ly  ex p lo re d .
This i s  th e  m a tte r  o f  c r e d i t  union re s e rv e  funds and e q u i ty  among 
s h a re h o ld e rs .
Both s t a t e  and f e d e r a l  c r e d i t  unions in  L o u is ian a  a re  re q u ire d
by law to  s e t  a s id e  20 pe r  cent o f  n e t  ea rn in g s  b e fo re  d iv idend s  as a 
33
re se rv e  fund. A d d i t io n a l ly ,  s p e c i a l  r e s e rv e s  must be s e t  a s id e  from
32Examples a re  numerous b u t  th e  fo u r  works c i t e d  in  fo o tn o te  1 ,  
C hapter I should  s u f f i c e .
33 »The term " re s e rv e  fund" i s  a misnomer s in c e  no fund i s
a c tu a l ly  e s t a b l i s h e d .  The term r e f e r s  merely to  th e  a p p ro p r ia t io n  o f  
a p o r t io n  o f  ea rn in g s  i n to  a  c a p i t a l  account s e p a ra te  from members' 
sh a re  acco un ts .  Earnings so  a p p ro p r ia te d  o r  r e t a in e d  a re  employed in  
the  c r e d i t  union to  make loans t o  members o r  any o th e r  l e g a l  in v es tm en t.  
Thus, " re q u ire d  re se rv e s"  f o r  c r e d i t  unions a re  an e n t i r e l y  d i f f e r e n t  
concept from the  l e g a l  re se rv e  requ irem ents  o f  commercial banks and 
c e r t a in  o th e r  f i n a n c ia l  i n s t i t u t i o n s .  C re d it  union re s e rv e s  se rv e  only 
to  "cush ion" members' accounts from lo s s  due to  bad deb ts  o r  o th e r  lo s s  
and p rov ide  n e i t h e r  l i q u i d i t y  {because o f  t h e i r  s p e c i a l  form) n o r  a 
c o n t ro l  mechanism to  re g u la te  len d in g  (a s  in  the  case  o f  commercial 
banks) ,
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ea rn in g s  as re se rv e s  a g a in s t  d e l in q u e n t  lo a n s .  (See Chapter I I I . )  
C o n tr ib u t io n s  to  the  b a s ic  re se rv e  fund may be te rm in a te d  by f e d e r a l  
c r e d i t  unions when th e  fund eq ua ls  10 p e r  c e n t  o f  p a id - in  sh a re s  and by 
s t a t e  c r e d i t  unions when th e  fund equa ls  15 p e r  c e n t .
O s te n s ib ly ,  the  re se rv e  fund s e rv e s  a s  a p r o te c t io n  t o  th e  
sh a re h o ld e r  in  th e  event th a t  the  c r e d i t  union s u f f e r s  a lo s s  on a 
loan  o r  inv es tm en t.  However, viewing th e  re s e rv e  fund as a c u sh io n , 
i . e . ,  p r o te c t in g  th e  s h a re h o ld e r s '  e q u i ty ,  ig n o re s  th e  b a s ic  framework 
o f  th e  c r e d i t  union. The c r e d i t  union belongs t o  th e  sh a re h o ld e rs — 
t h e i r  sha re  accounts can be p ro te c te d  only by d ip p in g  i n t o  t h e i r  re se rv e  
funds. I t  should  make l i t t l e  d i f f e r e n c e ,  t h e n ,  w hether th e  r e s u l t s  o f  
an u n c o l le c ta b le  debt are  charged a g a in s t  sh a re s  on a pro r a t a  b a s i s  o r  
a g a in s t  a re se rv e  fund which belongs to  th e  s h a re h o ld e r s .  (A dm itted ly , 
the  l a t t e r  method would be s im p le r  in  th e  bookkeeping s e n s e . )
Both e q u i ty  and accuracy  o f  acco u n tin g  p rocedure  r e q u i r e  th a t  
th e  occurrence  o f  a bad debt should  be recorded  as n e a r ly  as p o s s ib le  
in  the  p e r io d  o f  i t s  in c id en c e .  As a p r a c t i c a l  m a t te r ,  th e n ,  t h i s  c a l l s  
f o r  e s ta b l ish m e n t  o f  a re se rv e  f o r  bad d e b ts .  Such a re se rv e  shou ld  be 
based upon th e  h i s t o r i c a l  ex perience  o f  th e  c r e d i t  union in  c o l l e c t i n g  
va rious  types o f  o b l ig a t io n s  m odified by knowledge about c u r re n t  
o p e r a t io n s ,  economic c o n d i t io n s ,  and so  on. Under p re s e n t  s t a t u t e s , ,  
however, th e  b a s ic  re se rv e  funds a re  e s t a b l i s h e d  w itho u t re fe re n c e  to  
experience  and only the  s p e c i a l  re se rv e s  a re  a s s o c ia te d  in  any way w ith  
s p e c i f i c  c u r re n t  knowledge (and t h i s  i s  r e l a t e d  only t o  d e l in q u e n c ie s ) .
The q u e s t io n  o f  e q u ity  among members a r i s e s  because sh a re s  
a re  purchased and redeemed a t  pa r  v a lu e .  The person who purchases sh a re s
in  an e x i s t i n g  c r e d i t  union b e n e f i t s  from th e  " p ro te c t io n "  provided  by
th e  re se rv e  fund c o n tr ib u t io n s  o f  p rev ious  members. When sh a re s  a re
w ithdraw n, th e  re se rv e  c o n tr ib u t io n  made by th e  w ithdraw ing member
s ta y s  on to  " p ro te c t"  th e  sh a re s  o f  rem aining members. To th e  e x t e n t ,
th e n ,  t h a t  a l l o c a t io n s  t o  th e  re se rve  fund exceed th e  bad deb ts  a r i s i n g
3U
out o f  c u r re n t  o p e ra t io n s ,  the  p re se n t  method o f  e s t a b l i s h i n g  re se rv e
funds has d is c r im in a te d  a g a in s t  p a s t  meirbers in  favor o f  p re se n t  members
and d is c r im in a te s  a g a in s t  p re s e n t  members in  fav o r  o f  fu tu r e  members,
C ro teau , a f t e r  examining the  problem o f  re se rv e  funds and
e q u i ty ,  concludes t h a t  p re s e n t  l e g a l  re se rv e  requ irem ents  prov ide
adequate p r o te c t io n  a g a in s t  bad loans and c au tio n s  a g a in s t  accumulation
35
o f  o th e r  r e s e rv e s  in  "excess"  amounts. Far s t r o n g e r  recommendations 
would seem in  o r d e r ,  however. C o nsid e r ,  f o r  exam ple, th e  case  o f  a 
c h a r t e r  member o f  Federa l C red it  Union, He belongs d u rin g  y e a rs  when 
the  re se rv e  fund i s  b u i l t  up to  10 pe r  cen t o f  p a id - in  s h a r e s .  For 
each $5,00 sh a re  t h i s  member w ithdraw s, he w i l l  " c o n t r ib u te "  $ .50 to  
owners o f  o th e r  s h a r e s .  This $,50 w i l l  s t a y  in  th e  c r e d i t  union t o  
" p ro te c t"  sh a re  va lues from bad lo a n s ;  w i l l  be loaned out to  earn  more 
money fo r  d iv idends o r lower i n t e r e s t  r a t e s  to  rem aining  members; and, 
in  the  even t o f f i n a l  l i q u i d a t i o n ,  w i l l  be d i s t r i b u t e d  on a pro  r a t a  
b a s i s  t o  th e  l a s t  members o f  the  o rg a n iz a t io n .
Much g r e a te r  e q u ity  could be ob ta in ed  i f  a l l o c a t io n s  to  re se rv e  
funds were based on the  a c tu a l  and a n t i c ip a te d  performance o f  the
34John T. C ro teau , in  a s tudy  o f  th e  o p e ra t io n s  o f  131 la rg e  
c r e d i t  unions over  the  p e r io d ,  1952-1956, d isco v ered  an average annual 
c h a rg e -o f f  o f  l e s s  than 5 ,0  pe r  cent o f  n e t  e a rn in g s ,  " C re d i t  Union 
R eserves ,"  The Economi c s  o f  the Cred i t  Union, op. c i t . , p , 48,
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in d iv id u a l  c r e d i t  un ion , r a th e r  than upon a b lan k e t  s t a tu t o r y  requ irem en t. 
However, th e  d i f f i c u l t y  o f p ro je c t in g  a c tu a l  performance and th e  q u e s t io n s  
concern ing  d i s p o s i t io n  of p re se n t  re se rv e s  makes re d u c tio n  o f  th e  re se rv e  
requirem ent im probable. An a l t e r n a t i v e  t o  reduc tio n  o f  p re s e n t  re se rv e  
requ irem ents would be to  charge a premium on new sh a re s  s o ld  and pay a 
premium when sh a res  a re  redeem ed--the s i z e  o f  the  premium based upon th e  
s i z e  o f th e  re se rve  fund a t  the  tim e of th e  t r a n s a c t i o n .  Thus, i f  the  
re se rv e  fund w ere, s a y ,  7 ,0  per  cen t o f  p a id - in  s h a r e s ,  th e  p u rc h a se r  o f  
new sh a re s  would pay a 7.0 p e r  cen t premium on h i s  s h a r e s .  The premium 
would be c o n tr ib u te d  t o  th e  re s e rv e .  I f ,  because o f  c o n tr ib u t io n s  in  
excess  o f  bad d e b ts ,  th e  re se rv e  fund should  r i s e  t o ,  s a y ,  8,0 p e r  c e n t ,  
then  a t  w ith d raw a l,  th e  member would rec e iv e  an 8.0 p e r  c e n t  premium f o r  
h i s  s h a re s .  Since both sh a re s  and re se rv e s  would have d e c l in e d  p ropor­
t i o n a t e l y ,  th e  re se rv e  fund would remain a t  8 ,0  p e r  cent o f  sh a re s  a f t e r  
the  t r a n s a c t io n  and th e  l e v e l  o f p ro te c t io n  to  rem aining members would be 
u n a l te re d ,  A q u a r t e r ly  o r  even annual r e c a lc u la t io n  o f  th e  r a t e  o f  
premium should  be s u f f i c i e n t  d u ring  normal tim es to  y i e ld  a  s u b s t a n t i a l  
improvement in  the  degree o f  e q u ity  among members,
IV. THE TAX-EXEMPT STATUS OF CREDIT UNIONS
From t h e i r  beg inn ing  in  t h i s  c o u n try ,  c r e d i t  unions have been
exempt from th e  income t a x  a t  both th e  s t a t e  and f e d e r a l  l e v e l s .  The
b a s ic  reasons fo r  t h i s  exemption seem to  have been t h e i r  m utua l,  s e l f -
he lp  o rg a n iz a t io n a l  s t r u c t u r e  and t h e i r  s i m i l a r i t y  t o  o th e r  i n s t i t u t i o n s
36which were them selves tax-exem pt. When c o rp o ra te  t a x  r a t e s  were low
• J C
See above, p. 77,
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and c r e d i t  unions q u i te  s m a l l ,  th e  amount o f  b e n e f i t  ( i ^ e . ,  subs idy )  
r e s u l t i n g  from the  tax-exem ption was i n s i g n i f i c a n t  and i t s  economic and 
s o c i a l  consequences were ig no red . Higher t a x  r a t e s  and th e  in c r e a s in g  
average s i z e  o f  membership groups may have s u b s t a n t i a l l y  in c re a se d  th e  
b e n e f i t s  o f  tax-exem ption to d a y ,  however, and i t s  j u s t i f i c a t i o n  must 
be reviewed.
C u r re n t ly ,  th e  b a s ic  arguments fa v o r in g  c o n tin u a t io n  o f  com­
p le t e  freedom from income ta x a t io n  f o r  c r e d i t  unions f a l l  i n to  two 
c a te g o r ie s .  The f i r s t  c o n ten tio n  i s  t h a t  th e  a c t i v i t i e s  o f  c r e d i t  unions 
b e n e f i t  s o c ie ty  as w e ll  as members and they  should  be su b s id iz e d  fo r
I
t h e i r  e f f o r t s .  Second, i t  i s  argued th a t  they  are  mere co n d u its  f o r  
members' funds and th a t  th e  i n s t i t u t i o n  has no ea rn in g s  o f  i t s  own and, 
co n sequen tly ,  no taxpay ing  a b i l i t y  s e p a ra te  and a p a r t  from t h a t  o f  i t s  
shareholder-m em bers.
The s o c i a l  b e n e f i t  p r in c ip le  i s  supported  by John T. Croteau 
who contends th a t  i t  was the  i n te n t  o f  C ongress, in  p a ss in g  th e  1934 
Federa l C re d it  Union A ct, t o  e s t a b l i s h  an i n s t i t u t i o n  which would both 
promote t h r i f t  and prov ide  low -cost consumer c r e d i t .  According t o  
C roteau , th e  Congress so  r e s t r i c t e d  c r e d i t  union o p e ra t io n s  as t o  p rec lude  
any s i g n i f i c a n t  earn ings  and to  make some form o f  subs idy  v i r t u a l l y  
mandatory. ^
F u r th e r ,  Croteau contends:
In regard  to  th e  a l lo c a t io n  o f  r e s o u rc e s ,  th e  
amounts he ld  in  c r e d i t  unions a re  so  sm all  t h a t  they 
have v i r t u a l l y  no impact in  the  f i e l d  o f  s a v in g s .  With 
consumer le n d in g ,  however, c r e d i t  unions probably
37John T. C ro teau , S ta tem ent b e fo re  th e  Committee on Ways and 
Means, House o f R e p re se n ta t iv e s ,  Monday, December 14, 1959. Income Tax 
Re v is i o n , 86th Congress, F i r s t  S e ss io n ,  November and December, 1959, 
W a sh in g to n , D.C.: U. S. Government P r in t in g  O f f ic e ,  1959), p . 960,
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c o n tr ib u te  to  an improved a l l o c a t io n  o f re so u rce s  through 
t h e i r  com petition  with h ig h - r a t e  money l e n d e r s .  ^ax 
exemption here  h as  a s o c i a l ,  o r  w e l f a r e ,  advantage ,
C ro te a u 's  f i r s t  p o i n t ,  t h a t  c r e d i t  union laws so  r e s t r i c t  th e  
so u rces  and uses o f  funds and the terms o f  t h e i r  use as to  make some 
form o f  subsidy  e s s e n t i a l ,  may be s u b je c t  to  p ro o f  ( o r  d i s p r o o f ) .  His 
p o in t  t h a t  c r e d i t  unions should  be rewarded f o r  t h e i r  fav o ra b le  e f f e c t s  
on com petit ion  which b e n e f i t  a l l  members o f  s o c ie ty  i s  not s u b je c t  to  
p ro o f  b u t  must be e v a lu a te d  upon i t s  lo g ic ,  C roteau p re s e n ts  no e v i ­
dence on th e  f i r s t  p o in t  and none i s  a v a i la b le  to  t h i s  w r i t e r .
However, one would q u es tio n  w hether th e  p ro v is io n  o f  com peti-
t
t i o n  to  o th e r  len d e rs  should  e n t i t l e  any o rg a n iz a t io n  t o  a su b s id y —in  
any form. C e r ta in ly ,  i f  t h i s  i s  th e  c a s e ,  i t  fo llow s t h a t  v i r t u a l l y  
every b u s in e ss  o th e r  than  pure monopolies deserve  compensation f o r  t h e i r  
c o n t r ib u t io n  to  com petition  o r r i v a l r y  in one o r  more m arke ts , C ro teau  
f a i l s  t o  make a case fo r  th e  unique m er i t  o f  th e  c r e d i t  union o r  o th e r  
mutuals in  th e  consumer c r e d i t  a re a .
The b e n e f i t s  o f  ta x  exemption a re  c u r r e n t ly  much g r e a t e r  than  
when c r e d i t  unions f i r s t  a t t a in e d  t h e i r  fav o rab le  s t a t u s  and i t  would 
seem d e s i r a b le  t o  re q u ire  j u s t i f i c a t i o n  o f  t h a t  fav o rab le  s t a t u s  i f  i t  
i s  to  be con tinu ed , Croteau f a i l s  to  i n d ic a te  any m erit  o r  need f o r  
the  in c re a se d  subs idy  over the y e a r s .
In o rd e r  to  e v a lu a te  the  c o n ten tio n  t h a t  c r e d i t  unions do not 
po ssess  taxpay ing  a b i l i t y  because they  fu n c t io n  only as co n d u its  fo r
3 8 I b i d , , p . 961.
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members* funds and have no fu n c t io n  o f  t h e i r  own, one must compare t h e i r
o rg a n iz a t io n a l  s t r u c tu r e  w ith th a t  o f o th e r  f i n a n c i a l  and n o n - f in a n c ia l
i n s t i t u t i o n s .  There are  many s i m i l a r i t i e s  between th e  sh a re h o ld e r -
39members o f  c r e d i t  unions and the  s to c k h o ld e rs  o f  o th e r  i n s t i t u t i o n s .
At l i q u i d a t i o n ,  both share  and s to c k  owners become th e  r e s id u a l  r e c i p i ­
e n ts  o f  the  proceeds o f  the  f irm . P r i o r  t o  l i q u i d a t i o n  n e i t h e r  s h a re ­
h o ld e rs  no r  s to c k h o ld e rs  have a r ig h t  t o  d iv id ends  u n less  d e c la re d  o r  
to  any s p e c i f i c  p o r t io n  o f the  undivided p r o f i t s  o r  o th e r  non-apportioned  
c a p i t a l  accoun ts .
Thera a re  s e v e ra l  p o in ts  o f d i s t i n c t i o n  between c r e d i t  union
i
sh a re h o ld e rs  and the  s to c k h o ld e rs  o f  o th e r  types  o f  c o rp o ra t io n s .  Share­
h o ld e r -  members have the  r i g h t  to  demand redemption o f  t h e i r  sh a re s  a t  
face  value w hile  s to c k h o ld e rs  have no r i g h t  t o  redemption b u t  may s e l l  
t h e i r  ownership r i g h t s  a t  th e  going market p r i c e  (which may d i f f e r  widely 
from c o s t ) .  The shareow ner, th e n ,  r e c e iv e s  g r e a t e r  l i q u i d i t y  o f  h i s  
funds than does the  s to c k h o ld e r  and i s  i n s u l a t e d  from p o s s ib le  d e c l in e  
in  market value (ex cep t  in the  even t o f  economic d i s a s t e r  to  th e  u n i t ) ;  
however, he ga ins no b e n e f i t  from any improvements in  p r o f i t a b i l i t y  and 
w ealth  o f  the  i n s t i t u t i o n  s in c e  th e r e  i s  no p o s s ib le  a p p re c ia t io n  o f  the  
value of h i s  s h a re s .  Thus, the  s h a re h o ld e r  must r e t a i n  h i s  membership
39There i s  no d i s t i n c t i o n  in  the l i t e r a t u r e  o f economics and 
f inance  between the  term " sh a reh o ld e r"  and th e  term  " s to c k h o ld e r , '* 
However, fo r  convenience in  t h i s  s e c t io n  the  term  s h a re h o ld e r  w i l l  be 
re se rv ed  f o r  th e  s u p p l i e r  o f  c a p i t a l  t o  th e  c r e d i t  union o r  o th e r  
mutual i n s t i t u t i o n ,  while s u p p l ie r s  of c a p i t a l  to  non-m utual o rg a n iz a t io n s  
w i l l  be r e f e r r e d  to  as s to c k h o ld e r s .
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and must no t  withdraw h i s  funds i f  he i s  to  b e n e f i t  from p r o f i t s  r e t a in e d
tioby th e  i n s t i t u t i o n .  The s to c k h o ld e r  may gain from such r e t a in e d  e a rn ­
ings i f  they  in c re a se  the  p r o f i t a b i l i t y  o f  the  firm  as they  a re  c a p i ­
t a l i z e d  in  the  value o f  h i s  h o ld in g s .
Since i t  i s  more f r u i t f u l  t o  examine the  economic n a tu re  o f  
a f irm  as a going concern , r a th e r  than  a t  l i q u i d a t i o n ,  th e  d i f f e r e n c e s  
between sh a re h o ld e rs  and s to c k h o ld e rs  may be more im portan t than  t h e i r  
s i m i l a r i t i e s .  The sh a re h o ld e r  in  a c r e d i t  union may p ro p e r ly  be regarded  
as a d e p o s i to r  in  t h a t  i n s t i t u t i o n  w ith  th e  r i g h t  to  withdraw a c o n s ta n t  
d o l l a r  amount upon demand— at l e a s t  w hile  the  union i s  a going concern .
I
Although d iv idends a re  no t  guaranteed  t o  th e  shareow ner, a h i s t o r y  o f  
d iv idend  payment may come t o  be taken as more o r  l e s s  a ssu rance  o f  the  
i n t e n t  to  con tinue  payments, and, as a going concern th e  i n s t i t u t i o n  i s  
l i k e l y  to  con tinue  t o  pay about the  same r a t e .  Thus, members' sh a re
41
accounts should  be t r e a t e d  as d e p o s i t  accounts f o r  t a x  pu rposes .
Viewing th e  i n s t i t u t i o n  a t  l iq u id a t io n  and w ith  regard  t o  
c a p i t a l  accounts o th e r  than s h a r e s ,  members a re  in  the  same l e g a l  and 
economic p o s i t io n  as s to ck h o ld e rs  in  o th e r  f i rm s .  L iq u id a t io n  o f  a 
f irm  r a r e ly  g ives r i s e  to  income ta x  l i a b i l i t y ;  t h e r e f o r e ,  a t t e n t i o n  h e re
40The in e q u i ty  o f  th i s  t re a tm e n t  i s  d isc u sse d  above, pp. 119-122,
41Some sou rces  i n s i s t  upon d e f in in g  th e  sh a re h o ld e rs  o f  mutuals 
as the  "ow ners,"  a p ro p o s i t io n  which cannot be den ied . However, t h e i r  
t a x  recommendations would allow f o r  deduction  o f  the  " i n t e r e s t "  p o r t io n  
o f  ea rn in g s  d i s t r i b u t i o n s  b e fo re  assessm ent o f  t a x a t io n  a g a in s t  th e  i n s t i ­
t u t i o n ,  Thus, th e  "ow ners '"  d iv idends become i n t e r e s t  c o s t  to  th e  f i rm .
The r e s u l t  i s  e s s e n t i a l l y  the  same as t h a t  suggested  below where s h a re ­
h o ld e rs  a re  t r e a te d  as d e p o s i to r s ,  Cf, C l i f to n  H, K reps, J r ,  and David 
T. Lapkin , "P u b lic  R egula tion  and O pera ting  Conventions A ffe c t in g  Sources 
o f  Funds o f  Commercial Banks and T h r i f t  I n s t i t u t i o n s , "  The Jo u rn a l  o f  
Finance , XVII, No. 2 (May, 1962), pp. 298-300; and EMward Reed",
" F e d e ra l  T axation  o f Deposit-Type F in a n c ia l  I n s t i t u t i o n s , "  The Q u a r te r ly  
Review o f  Economics and B u s in e ss , I ,  No. 4 (November, 1961), pp. 71-73,
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i s  d i r e c te d  to  non-share  c a p i t a l  acco un ts .  In a c r e d i t  un ion , the  non­
apportioned  c a p i t a l  accounts are  composed o f  th e  re q u ire d  re se rv e  o r
42 H3" re s e rv e  fu nd ,"  th e  s p e c i a l  re se rv e  f o r  bad lo a n s ,  and u n d is t r ib u te d
( r e ta in e d )  e a rn in g s .  A p a r t  o f  th e  re se rv e  fund and th e  s p e c i a l  re se rv e
f o r  bad loans a re  r e a l ly  v a lu a tio n  accounts and could p ro p e r ly  be shown
as ad justm ents  to  a s s e t  accounts r a t h e r  than  as c a p i t a l  acco u n ts .  The
rem ainder o f  the  re se rv e  fund and any undiv ided  p r o f i t  accoun ts  r e p re s e n t
ea rn in g s  o f  th e  i n s t i t u t i o n  which a re  a v a i la b le  fo r  p r o f i t a b l e  employment
by the  un ion , b u t  which have escaped ta x a t io n  a t  e i t h e r  th e  p e rso n a l  o r
b u s in ess  l e v e l .
The r a t i o n a l e  f o r  e s t a b l i s h in g  c a p i t a l  re se rv e  accounts in  
c r e d i t  unions (and o th e r  m utuals) stems from th e  b a s ic  d i f f e re n c e  between 
mutual ( s h a re )  and s to c k  c o rp o ra t io n s .  The d e p o s i to r s  and c r e d i to r s  o f 
s to c k - ty p e  firm s rec e iv e  p ro te c t io n  o f  t h e i r  i n t e r e s t s  through the  prudent 
management o f  the  f i r m 's  a s s e t s  and through th e  e q u ity  cushion p rov ided  
by the  s tockho lder-ow ners  o f  the  o rg a n iz a t io n .  The sh a re h o ld e rs  o f  
m u tua ls ,  however, a re  the  owners, and consequently  have no p r o te c t io n  o f  
t h e i r  accounts beyond the  a s s e t s  o f  th e  i n s t i t u t i o n .  The re se rv e  fund 
was thought t o  prov ide  a cushion fo r  th e  p r o te c t io n  o f  sh a re  accounts
If1!
a g a in s t  any form o f  economic d i s a s t e r .  I t  i s  q u e s t io n a b le ,  however, 
w hether th e  need fo r  a p ro te c t iv e  cushion f o r  members* sh a re  accounts
142See fo o tn o te  3 3 , p. 119,
143
See above, p . 77,
q  14
The f o l ly  o f  t h i s  reason ing  p rocess  and th e  a t te n d a n t  i n ­
e q u ity  among members in tro d u ced  by th e  re se rv e  fund are  d isc u sse d  above, 
pp. 119-122.
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in  the  absence o f o th e r  s to c k h o ld e rs  shou ld  e n t i t l e  any o rg a n iz a t io n  t o  
accumulate th a t  cushion t a x - f r e e .
Having determ ined t h a t  earn in gs  r e t a in e d  in  o rd e r  to  b u i ld  up 
th e  non-share  c a p i t a l  accounts should  be ta x e d ,  th e  q u e s t io n  as t o  the  
p rop er  p o in t  o f  levy a r i s e s .  S ince th e  funds a re  supposedly  r e t a in e d  
fo r  th e  b e n e f i t  o f  th e  members ( t o  p r o te c t  t h e i r  sh a re  accounts from 
e ro s io n  in  the  event o f  abnormal l o s s e s ) ,  i t  would seem p ro p e r  t o  charge 
the  t a x  to  members acco rd ing  to  the  s i z e  o f  t h e i r  sh a re  a cco u n ts .  How­
e v e r ,  t a x a t io n  o f  sh a reh o ld e rs  in tro d u c es  some minor problems o f 
acco un ting  p r a c t i c a l i t y  and some more s e r io u s  problems o f  e q u i ty .  The 
accoun ting  problems o f  apportionment and r e p o r t in g  could be overcome; 
however, th e  e q u ity  o f  ta x in g  a person f o r  income which he does no t 
rec e iv e  and over which he gains no economic power seems both  in e q u i ta b le  
and u n d e s i ra b le .  For th e  member o f  a d iv id en d -p ay in g  u n i t ,  th e  e f f e c t  
would be t o  r a i s e  th e  r a te  o f  p e rso n a l  t a x a t io n  on d iv idends a c tu a l ly  
re c e iv e d .  To th e  member o f  a u n i t  w ith  no d iv id e n d ,  th e  r e s u l t  i s  to  
t a x  a person fo r  having  made a d e p o s i t  which pa id  no r e tu r n .  I t  would 
be b e t t e r  fo r  an in d iv id u a l  to  hold  i d l e  cash than  to  d e p o s i t  funds in  
a c r e d i t  union which pa id  no d iv idend .
Since i t  seems im p ra c t ic a l  t o  t a x  s h a re h o ld e r -d e p o s i to r s  f o r
ea rn in g s  a l lo c a te d  to  c a p i t a l  r e s e r v e s ,  the  a l t e r n a t i v e  would be t o  t a x  
•45th e  i n s t i t u t i o n .  A f te r  concluding th a t  th e  r e ta in e d  income ( in c lu d in g  
USWhile the  t a x a t io n  o f income a t  th e  c o rp o ra te  l e v e l  i s  w idely  ■ 
c r i t i c i z e d ,  the  ta x  seems to  be an i n t e g r a l  p a r t  o f  th e  United S ta te s  t a x  
s t r u c t u r e .  See E, Gordon K e ith ,  "The Impact o f  F ed e ra l  T axa tion  on th e  
Flow o f  Persona l Savings through Investm ent I n t e r m e d ia r i e s ,"  P r iv a te  
Fin a n c ia l  I n s t i t u t i o n s , a s e r i e s  o f  re sea rch  s tu d i e s  p repa red  f o r  th e  
Commission on Honey and C re d it  (Englewood C l i f f s ,  New J e r s e y :  P r e n t ic e -
H a l l ,  I n c . ,  1963), pp. UJV-UUO, Cf, Dan Throop Sm ith , Federa l Tax Reform
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a d d i t io n s  t o  req u ire d  re se rv e  funds) should  be taxed  a t  the  c o rp o ra te
l e v e l , K eith  contends th a t*  s in c e  the  funds a re  r e ta in e d  in  th e  i n t e r e s t
o f  in d iv id u a l  account h o ld e r s ,  th e  ta x  r a t e  a p p l ic a b le  shou ld  be th e
p e rso n a l  r a t h e r  than the  c o rp o ra te  r a t e .  Where amounts r e ta in e d  exceed
th o se  n e ce ssa ry  f o r  prudent cush ion ing  o f  sh a re  a c c o u n ts , Keith would
*♦6then  apply f u l l  c o rp o ra te  income ta x  r a t e s .
Such a d i s t i n c t i o n  does no t seem j u s t i f i e d ,  however, because 
o f  th e  r e l a t i o n s h ip  o f  th e  member t o  r e t a in e d  funds and because o f  the  
b e n e f i t s  o f  th e  r e ta in e d  funds t o  th e  i n s t i t u t i o n  i t s e l f .  Any c la im  
which th e  in d iv id u a l  member may have a g a in s t  funds r e t a in e d  " in  h i s  
b e h a l f"  a re  extrem ely u n p re d ic ta b le .  F u r th e r ,  the  funds may be s a id  
t o  p r o te c t  the  i n s t i t u t i o n ' s  a b i l i t y  t o  meet i t s  o b l ig a t io n s  to  members 
t o  th e  same e x te n t  as members a re  p r o te c te d  from f a i l u r e  o f  th e  i n s t i ­
t u t i o n .  Thus, amounts r e ta in e d  from e a rn in g s  and added to  th e  non­
a l l o c a t e d  c a p i t a l  accounts in c re a se  the  w e l l -b e in g  o f  th e  i n s t i t u t i o n ,  
i . e . ,  they  a re  the  f i r m 's  income. C onsequently , th e  i n s t i t u t i o n  should  
pay the  t a x  i t s e l f ,  and th e re  i s  l i t t l e  reason f o r  ch arg in g  a lower r a t e  
h e re  than  to  o th e r  c o rp o ra t io n s .  Arguing t h a t  th e  i n s t i t u t i o n  has no 
tax p ay in g  a b i l i t y  and th a t  the  burden o f  the  t a x  must be borne e i t h e r  
by i t s  customers (borrow ers) o r i t s  shareholder-m embers begs th e  q u e s t io n  
s in c e  t h i s  i s  t r u e  o f  a l l  c o rp o ra t io n s ,
(New York: McGraw-Hill Book Company, I n c . ,  1961), pp. 188-218; and
Richard A, Musgrave, The Theory o f  P u b lic  Finance (New York: McGraw-
H i l l  Book Company, I n c . ,  T959*), p p . l 7 3 - ' l J75^
46E. Gordon K e i th ,  "The Impact o f  F ed e ra l  Taxation  on th e  Flow 
o f  P e rsona l Savings through Investment I n t e rm e d ia r ie s ,"  op, c i t . ,  
pp. 443 and 455-456, ’
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Another a re a  o f  c r e d i t  union a c t i v i t y  r a i s e s  some q u es tio n  
reg a rd in g  the  income ta x .  F requently  membership groups prov ide  s p e c i a l  
s e rv ic e s  f o r  sh a re h o ld e rs  such as f r e e  l i f e  in su ra n c e .  The member 
re c e iv e s  a sm a l le r  d iv idend  than o therw ise  b u t  pays no income t a x  on the  
in su ran ce  premium pa id  in  h i s  b e h a l f .  S ince the  c r e d i t  union i s  ta x -  
exempt, no q u e s t io n  a r i s e s  as to  the  d e d u c t i b i l i t y  o f  premium payments 
f o r  c o rp o ra te  t a x  p u rp o se s ; and the  amount, o f te n  eq u a l  to  10  p e r  cen t  o r  
more of d iv idend  payments, escapes t a x a t io n  e n t i r e l y .  S ince th e  member 
re c e iv e s  d i r e c t  b e n e f i t  from in su rance  premiums pa id  in  h i s  b e h a l f ,  the  
amounts pa id  shou ld  be inc luded  in  th e  ta x a b le  income o f  members.
Since i t  i s  im possib le  t o  p r e d i c t  th e  time when the  income ta x  
exemption w i l l  be removed from c r e d i t  unions o r  what form ta x a t io n  may 
t a k e ,  i t  i s  d i f f i c u l t  to  e s t im a te  the  p robab le  impact upon fu tu r e  expan­
s io n  o f  the movement. However, i t  i s  p o s s ib le  t o  i n d ic a te  the  p robable  
burden o f  th e  c o rp o ra te  income t a x  i f  a p p l ie d  to  a d d i t io n s  to  c a p i t a l  
re se rv e s  as suggested  above.
I f  the  i n s t i t u t i o n s  had been a s se sse d  tax es  a g a in s t  r e t a in e d
e a rn in g s ,  only two o r  th re e  o f th e  l a r g e s t  c r e d i t  unions in  L ou is iana
du rin g  1962 had ea rn ing s  la rg e  enough to  have p a id  more than  the  then
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e x i s t i n g  normal ta x  r a t e  o f  30 p e r  c e n t .  Assuming, f o r  s i m p l i c i t y ,  
t h a t  an i n s t i t u t i o n  r e ta in e d  only the  20  p e r  cent o f  ea rn in g s  re q u ire d  
by law and t h a t  none o f  t h i s  r e te n t io n  was needed as a re se rv e  a g a in s t  
bad lo a n s ,  the  ta x  o f  30 p e r  cen t o f  r e t a in e d  p r o f i t s  would be bu t s i x
4 7
In 1967, th e  normal r a te  was 22 p e r  c e n t .
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48p e r  cen t  o f  t o t a l  e a rn in g s .  Even i f  the  e n t i r e  t a x  c o s t  were borne 
out o f d iv id e n d s ,  d iv idend  r a te s  would be c u t  only 7 ,5 p e r  c e n t .
Thus, e q u i ty  re q u ire s  t h a t  c r e d i t  unions b e a r  the  same type 
o f  ta x  burdens as o th e r  s im i l a r ly  s i t u a t e d  b u s in e ss  f i rm s .  Y et, because 
o f  t h e i r  n a tu r e ,  th e  a c tu a l  amount o f  ta x a b le  e a rn in g s  would be q u i te  
sm all  and th e  e f f e c t s  on o v e r - a l l  o p e ra t io n s  and growth shou ld  be sm a ll ,
V, SOME PROBLEMS, PROSPECTS, AND IMPLICATIONS FOR 
FUTURE GROWTH OF CREDIT UNIONS IN LOUISIANA
I t  has been contended in  t h i s  t h e s i s  t h a t  c r e d i t  unions in  
L o u is ia n a ,  as p re s e n t ly  o rg an iz ed ,  have prov ided  a u se fu l  s e r v ic e  t o  
members as a medium f o r  sav ings  and sou rce  o f  l o a n s ,  and t h a t  s o c ie ty  
has b e n e f i te d  from th e  c r e d i t  u n io n s ' c o n t r ib u t io n s  as a f i n a n c i a l  
in te rm e d ia ry  and co m p e ti to r .  The s h e e r  s i z e  and speed o f  development 
b e a r  evidence o f  the  u se fu ln ess  o f  c r e d i t  unions t o  t h e i r  membership, 
and the  a c t io n s  o f  r i v a l  sav ings  and len d in g  media dem onstra te  t h e i r  
com p e ti t ive  in f lu e n c e .
At th e  same time t h i s  s tud y  has re v e a le d  some sev e re  weak­
n e sse s  in  the  c r e d i t  union s t r u c tu r e  as i t  i s  p r e s e n t ly  o rg an iz ed .  The 
primary weakness i s  the  i n a b i l i t y  o f  th e  in d iv id u a l  u n i t  ( o r  perhaps 
even a l l  u n i t s  to g e th e r )  t o  so lve  th e  p r e s s in g  problems o f  l i q u i d i t y  
and so lvency d u rin g  p e riod s  o f s t r e s s ,  w hile  c o n tin u in g  to  c a r ry  out th e  
normal fu n c t io n s  o f  the  i n s t i t u t i o n .  When th e  weaknesses o f  i l l i q u i d i t y
48Presumably, any p a rt  o f  the  r e te n t io n  n ecessa ry  to  cover 
p o s s ib le  bad loans would be d e d u c tib le  f o r  t a x  p u rp o se s ; consequen tly  
the  ta x a b le  p o r t io n  would be reduced. Any ex ce ss iv e  r e t e n t io n  o f  e a rn ­
ings over th e  req u ire d  20 p e r  cen t would in c re a s e  the  ta x  burden.
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and inso lvency  come to  the  f o r e ,  the  e x is te n c e  o f  the  c r e d i t  union i s  
th r e a te n e d ;  i t s  value to  both sa v in g  and borrowing members i s  reduced. 
S oc ie ty  i s  harmed by lo s s  o f  the  c r e d i t  u n io n 's  com pe ti t iv e  in f lu e n c e  
and by the  in t ro d u c t io n  o f i n s t a b i l i t y  i n to  the  f i n a n c ia l  system .
The b a s ic  weaknesses in  the  c r e d i t  union framework could be 
overcome by e s tab l ish m en t o f  a d isco u n t f a c i l i t y  f o r  c r e d i t  union paper 
( i . e . ,  a le n d e r  o f  l a s t  r e s o r t )  and a system  o f  sh a re  in su ra n ce .  I f  the  
c r e d i t  union framework were s t re n g th e n e d  in  t h i s  manner, i t s  e x is te n c e  
and o p e ra t io n s  would be s t a b i l i z e d ,  making th e  c r e d i t  union a more 
va lu ab le  and s t a b l e  member o f  the  economy of L o u is ian a . Even s o ,  the  
l e v e l  o f  c r e d i t  union a c t i v i t y  would tend  to  be l im i te d .  This l im i t a t i o n  
would occur because o f  the  r e s t r i c t e d  ro le  o f  th e  c r e d i t  union and be­
c a u se ,  w ith  a l im i te d  f i e l d  o f membership and s t r i c t  l e g i s l a t i v e  c o n tro l  
upon len d in g  a c t i v i t i e s  and te rm s , th e  i n t e r r e l a t i o n s h i p  between the  
sav ings and lend ing  a c t i v i t i e s  o f  the  c r e d i t  union tends  to  i n h i b i t  growth 
whenever co m pe ti t iv e  p re s su re s  in c re a s e .  O ther f i n a n c ia l  i n s t i t u t i o n s ,  
p a r t i c u l a r l y  commercial banks and sav ings  and loan a s s o c i a t io n s ,  a l s o  
have l im i t s  p laced  on t h e i r  a c t i v i t i e s  but have f a r  g r e a te r  freedom than 
c r e d i t  unions in  a t t r a c t i n g  loanab le  funds from variou s  s e c to r s  o f  the  
economy and in  s e l e c t io n  o f  investm ent s e c u r i t i e s  and media.
Although the  a c t iv e  ro le  o f  c r e d i t  unions in  th e  sav ing s  and 
lend ing  markets o f  L ouisiana  i s  q u i te  l im i te d ,  the  com p e ti t ive  in f lu e n c e  
o f  c r e d i t  unions may be o f more s ig n i f i c a n c e .  E x is t in g  c r e d i t  unions 
e x e r t  com petit ive  in f lu e n c e  upon r i v a l s  in  two ways. F i r s t ,  c r e d i t  
unions compete ( a t  l e a s t  among t h e i r  members) f o r  sav ings  and len d in g
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b u s in e s s .  Second, to  non-members and to  th e  p u b l ic  a t  l a r g e ,  o p e ra t in g  
c r e d i t  unions se rv e  as an example o f  th e  r a t e  o f  r e tu rn  on sav ings  and 
the  terms on loans which can be secu red  through the  c r e d i t  union form o f  
o rg a n iz a t io n .  Thus, th e  a c tu a l  r i v a l r y  o f e x i s t i n g  c r e d i t  unions p lus  
th e  p o t e n t i a l  o f  expansion may make c r e d i t  unions an im portan t  r e g u la to r  
o f  th e  a c t i v i t i e s  o f  a l t e r n a t i v e  f i n a n c i a l  i n s t i t u t i o n s .
The p o t e n t i a l  growth o f c r e d i t  unions in  L ou is iana  depends 
upon a number o f  im portan t f a c t o r s .  The a b i l i t y  o f  c r e d i t  unions to  
overcome th e  fundamental i n s t i t u t i o n a l  weaknesses c o n t r ib u t in g  t o  i n ­
s t a b i l i t y  w i l l  s i g n i f i c a n t l y  a f f e c t  growth p ro s p e c ts ,  The absence o f  a 
source  o f  u l t im a te  l i q u i d i t y  and o f  sh a re  guaran tees  can be expected  t o  
hamper growth in c re a s in g ly  as c r e d i t  unions become l a r g e r  and more w idely 
known. I f  c r e d i t  unions and t h e i r  members do no t i n i t i a t e  a c t io n  t o  
secu re  p ro te c t io n  a g a in s t  i l l i q u i d i t y  and in so lv e n c y , s o c ie ty  w i l l  
e i t h e r  move to  r e s t r i c t  c r e d i t  unions o r  t o  e s t a b l i s h  means of p ro te c ­
t i o n .  U n t i l  such p ro te c t io n  i s  p ro v id ed ,  members can be expec ted  t o  use 
the  c r e d i t  union l e s s  than they would o therw ise  p r e f e r ;  t h u s ,  growth 
w i l l  be hampered t o  some e x te n t .
Another im portan t in f lu e n c e  upon c r e d i t  union expansion w i l l  
be the  a t t i t u d e  o f  re g u la to ry  a u th o r i t i e s  toward the  c r e d i t  union form 
o f  f i n a n c ia l  i n s t i t u t i o n .  In Chapter I I  th e  c r e d i t  union was viewed as 
the  m a n ife s ta t io n  o f  the  d e s i r e  on the  p a r t  o f  households to  improve 
t h e i r  r e l a t i v e  co m pe ti t iv e  p o s i t io n s  in  th e  f i n a n c ia l  m arke ts . In Chapter 
I I I  i t  was shewn th a t  s o c ie ty  has fo s te re d  th e  development o f  c r e d i t  
unions t o  th e  e x te n t  o f  p rov id ing  a s p e c i a l  l e g a l  framework and t a x
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s t a t u s  f o r  such i n s t i t u t i o n s .  In exchange, s o c ie ty  has c lo s e ly  confined  
the  a c t i v i t i e s  o f  c r e d i t  un ions. I t  has been argued in  C hapter IV t h a t  
c r e d i t  unions may e x e r t  a com pe ti t ive  in f lu e n c e  upon r i v a l s  which bene­
f i t s  s o c ie ty  as w e ll  as members. I f  the  re g u la to ry  a u th o r i t i e s  shou ld  
decide  t o  more f u l ly  e x p lo i t  the  c o m p e ti t iv e  c a p a b i l i t i e s  o f  c r e d i t  
un ions , th e  growth o f  c r e d i t  unions might be s i g n i f i c a n t l y  a c c e le r a te d .  
Growth could occur e s p e c ia l ly  in  sm all  communities where th e  f i n a n c ia l  
markets a re  poorly  developed and in  which th e re  i s  l i t t l e  co m p e ti t io n .
Future  development o f c r e d i t  unions w i l l  a ls o  depend upon the  
a b i l i t y  o f  r i v a l s  t o  compete fo r  sav ings  and loan b u s in e s s .  Among th e  
com p e ti t ive  f a c to r s  which may become in c r e a s in g ly  im po rtan t  f o r  L ou is iana  
c r e d i t  unions a re :  (1 ) r i s i n g  i n t e r e s t  r a t e s  on s a v in g s ; (2 )  i n - p la n t
bank ing ; and (3) consumer loans by sav ings  and loan  (hom estead) asso ­
c i a t i o n s .  U t i l i z a t i o n  o f c r e d i t  unions by members depends upon the  
a b i l i t y  o f  c r e d i t  unions to  o f f e r  a more a t t r a c t i v e  "package" o f  s e rv ic e s  
to  sa v e rs  and borrow ers . As r i v a l  i n s t i t u t i o n s  a d ju s t  t o  th e  co m p e ti t iv e  
in f lu e n c e  o f  c r e d i t  u n io n s ,  a high growth r a t e  w i l l  become more d i f f i ­
c u l t  f o r  c r e d i t  unions to  m a in ta in .
F in a l ly ,  given the  i n s t i t u t i o n a l  s t r u c t u r e  o f  c r e d i t  un io n s , 
th e  a t t i t u d e  o f  re g u la to ry  a u th o r i t i e s  and th e  co m p e ti t iv e  in f lu e n c e  o f  
r i v a l s ,  th e  p o t e n t i a l  growth r a te  o f  c r e d i t  unions w i l l  be c ircum scribed  
by the  g e n e ra l  p a t te r n  o f  development in  th e  L ouis iana  economy. A su s ­
ta in e d  p e rio d  o f  s t a b le  growth w ith  con tinued  i n d u s t r i a l i z a t i o n  and 
u rb a n iz a t io n  can be ex p ec te d ,  o th e r  th in g s  e q u a l ,  t o  s t im u la te  c r e d i t  
union a c t i v i t y .  C onverse ly , u n s ta b le ,  h a l t i n g  growth would produce a 
poor environment fo r  c r e d i t  union growth.
CHAPTER V
SUMMARY AND CONCLUSIONS
The c r e d i t  union i s  a mutual f i n a n c i a l  i n s t i t u t i o n  designed t o  
pool the  sav ings  o f  households and ex tend  loans t o  members a t  reaso nab le  
r a t e s  fo r  p ro v iden t  and p ro d u c tiv e  purposes. The growth o f  c r e d i t  
unions in  th e  United S ta te s  s in c e  t h e i r  in c e p t io n  in  1909 has proceeded 
w ithou t i n t e r r u p t i o n  excep t du r ing  World War I I .  However, by December 31, 
1962, c r e d i t  unions h e ld  only 2 .4  pe r  cen t  o f  the  i n s t i t u t i o n a l i z e d  
pei*sonal sav ings  in the  United S ta te s  and b u t  10.0 p e r  c e n t  o f  a l l  
consumer in s ta l lm e n t  c r e d i t  o u ts ta n d in g .  The t y p i c a l  c r e d i t  union 
remained a r e l a t i v e l y  sm all  f in a n c ia l  i n s t i t u t i o n  o p e ra ted  on the  
p r in c ip le  o f  s e l f - h e l p .
While c r e d i t  unions d id  not beg in  t h e i r  development in  L ou is iana  
u n t i l  1924, the  p a t t e r n  o f  growth recorded  in  L ou is iana  has c lo s e ly  
p a r a l l e l e d  n a t io n a l  c r e d i t  union development. By December 31, 1962, 
almost one in  16 L ou is iana  r e s id e n ts  h e ld  membership in  one o f  th e  413 
o p e ra t in g  c r e d i t  un ions. Although th e re  had been s u b s t a n t i a l  c r e d i t  
union development, in  1962, only 39 o f the  64 p a r is h e s  had c r e d i t  union 
a c t i v i t y .
While a l l  c r e d i t  unions e s t a b l i s h e d  under s t a t e  o r  f e d e r a l  
j u r i s d i c t i o n  have e s s e n t i a l l y  the  same powers and fu n c t io n s ,  a wide 
v a r ie ty  o f  c r e d i t  unions have developed in  L o u is ian a , On December 31,
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1962, th e  413 o p e ra t in g  c r e d i t  unions in  L ou is iana  h e ld  t o t a l  a s s e t s  
rang ing  from $39 to  $2,952,562, E ig h ty - fo u r  p e r  cen t  o f  L ou is iana  
c r e d i t  unions were based on the  common bond o f  employment w hile  only  
t h i r t e e n  p e r  cen t  were based on a s s o c ia t io n  and fo u r  p e r  cen t on re s id e n c e .
P r o f i t a b i l i t y  o f  L ou is iana  c r e d i t  u n io n s ,  to  th e  e x te n t  i t  i s  
measured by d iv id en d  r a t e s  p a id ,  v a r ie d  w idely w ith  16 u n i t s  pay ing  no 
d iv id en d  in 1962 and two paying 8.0 p e r  c e n t .  Over tw o - th i rd s  (69 ,9  pe r  
c e n t )  pa id  d iv idend  r a t e s  o f  4,0 t o  5.9 p e r  c e n t .
This c h a p te r  c o n ta in s  a re s ta te m e n t  o f  the  economic n a tu re  
and ro le  o f  th e  c r e d i t  un ion ; a summary o f  the  in ad eq u ac ie s  and s t r u c t u r a l  
f a u l t s  in  the  p re s e n t  c r e d i t  union system ; and a l i s t  o f  p ro p o sa ls  de­
s ig ned  t o  improve and s t re n g th e n  the  c r e d i t  union framework.
I .  THE CREDIT UNION AS AN ECONOMIC ENTITY
The need f o r  a m utual, s e l f - h e l p  a s s o c ia t io n  in  th e  market f o r  
th e  sav ings  o f  low- and middle-income households and a source  o f  c r e d i t  
a t  rea so n ab le  r a te s  and on convenient term s a r i s e s  because o f  th e  i n ­
f e r i o r  p o s i t io n  o f  the  in d iv id u a l  household  in  th e  f i n a n c i a l  m arkets .
The markets f o r  both sav in g s  and in s ta l lm e n t  c r e d i t  tend  to  be l o c a l  
and , co n seq u e n tly ,  tend  to  be noncom petitive  in many c a se s .
Unable to  secu re  e i t h e r  s a t i s f a c t o r y  o u t l e t s  f o r  sav ings  o r  
a c c ep tab le  c r e d i t  c o n d i t io n s ,  households a re  fo rced  t o  accep t u n d e s irab le  
terms o r  go w ithou t s e r v ic e  e n t i r e l y .  The only a l t e r n a t i v e  t o  bad term s 
o r  no terms would be d i r e c t  len d in g  by sa v e rs  to  th o se  d e s i r in g  lo a n s ,
A h o s t  o f  problems a re  apparen t h e r e ,  however. I t  i s  not convenien t 
fo r  s a v e rs  t o  d e a l  d i r e c t l y  with borrowers nor i s  i t  convenient f o r
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borrowers who wish more funds than  a s in g le  le n d e r  can o f f e r  to  d ea l  
w ith  s e v e r a l  le n d e r s .  D irec t  lend ing  t o  one o r  two d eb to rs  would 
invo lve  more r i s k  than  the  in d iv id u a l  s a v e r  i s  w i l l i n g  o r  ab le  to  b e a r .  
Furtherm ore , once loaned , the  p r in c ip a l  cannot be recovered  u n t i l  the  
loan m atu res ;  co n seq u e n tly ,  d i r e c t  len d in g  ren ders  sav ings  i l l i q u i d .
The g re a t  inconvenience and r i s k  to  in d iv id u a ls  u su a l ly  means t h a t  
d i r e c t  le n d in g  w i l l  be kept to  a minimum.
The banding to g e th e r  o f households i n to  an a s s o c ia t io n  f o r  
th e  po o ling  o f  sav in g s  and th e  ex ten s io n  o f  loans l a r g e ly  overcomes th e  
p r a c t i c a l  problem p re se n te d  by d i r e c t  le n d in g .  P oo ling  o f  sav ings  
sp reads  th e  r i s k  o f  lo s s  on a few loans over a l a rg e  number o f s a v e rs  
to  minimize the  p e rso n a l  d i s a s t e r  o r  l o s s .  The problems o f  d e a l in g  
w ith  borrowers a re  tu rn ed  over to  th e  managers o f  the  fund who can 
presumably work out more e f f i c i e n t  p rocedures f o r  c r e d i t  i n v e s t ig a t io n  
and c o l l e c t io n  than could the In d iv id u a l ,  Convenience i s  gained fo r  
th e  borrow er in  t h a t  he needs to  d ea l  w ith  only one le n d e r  r a t h e r  than 
s e v e r a l .  F i n a l l y ,  s ta g g e r in g  o f  loan m a t u r i t i e s ,  th e  c o n t in u a l  inflow  
o f  sav in g s  and maintenance o f  a cash fund means t h a t  th e  s a v e r  can 
withdraw h i s  funds with l i t t l e  o r  no d e lay — the  s a v e r  ga ins l i q u i d i t y  
o f  h i s  a s s e t s .
The c r e d i t  union in v o lv e s ,  th e n ,  th e  banding  to g e th e r  o f  
households se ek in g  to  improve t h e i r  co m pe ti t ive  p o s i t io n  in  the  sav ings  
and loan m arkets . From the  o u ts e t  c r e d i t  unions have been organ ized  
among persons (households) hav ing  some common bond o f  a s s o c ia t io n  o th e r  
than  membership in  the  c r e d i t  union. The common bond o f  employment, 
membership in  a church o r  f r a t e r n a l  o r d e r ,  o r  re s id en ce  in  a community
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has no r e l a t i o n s h ip  to  the  ho u seh o ld 's  d e s i r e  f o r  an a l t e r n a t i v e  o u t l e t  
f o r  sav ings  o r  source  o f  c r e d i t  on b e t t e r  terms than  o f f e r e d  in  th e  
market* However, the  m utua l, s e l f - h e l p  n a tu re  o f  th e  c r e d i t  union 
r e q u i r in g  a s u b s t a n t i a l  p o r t io n  o f  vo lu n ta ry  l a b o r  to  keep term s a t t r a c ­
t i v e  and a h igh degree o f  t r u s t  in  o rd e r  t o  se c u re  lo an ab le  funds may 
demand g ro u p -co n sc io u sn ess . In any c a s e ,  both s t a t e  and f e d e r a l  
c r e d i t  union laws re q u ire  th a t  membership be based  upon some common bond 
o f  a s s o c ia t io n  o th e r  than  membership in  th e  c r e d i t  un ion .
Because c r e d i t  unions a re  o f te n  managed by persons who a re  
no t  t r a in e d  o r  experienced  in  th e  f i e l d  o f  f in a n c e ,  s t a t e  and f e d e r a l  
c r e d i t  union laws seek to  e s t a b l i s h  sa feg u a rd s  f o r  members * sav in g s  by 
c a r e f u l ly  l im i t i n g  the  types  o f investm ent s e c u r i t i e s  which c r e d i t  
unions may own; the  d e p o s i to r i e s  f o r  what would o th erw ise  be i d l e  fund s;  
and th e  amount, s e c u r i t y ,  and terms o f  lo an s  to  any one borrow er. Man­
u a ls  a re  a ls o  a v a i la b le  to  a id  the  c r e d i t ,  in v es tm en t ,  and su p e rv iso ry  
committees and a l l  o th e rs  r e s p o n s ib le  f o r  day -to -d ay  o p e ra t io n  o f  the  
c r e d i t  union, Examiners work c lo s e ly  w ith  c r e d i t  union management to  
c o r r e c t  improper p ro ce d u re s ,  and the  f i e l d  r e p r e s e n ta t iv e s  o f  th e  L o u is i ­
ana C re d it  Union League a re  a v a i la b le  t o  a s s i s t  member c r e d i t  unions 
w ith  any m a t te r  concern ing  procedure o r  p o l ic y .  Bonding o f  a l l  employees 
and o f f i c e r s  h an d lin g  money or s e c u r i t i e s  i s  now s ta n d a rd  procedure  and 
most c r e d i t  unions c a r ry  b lan k e t  in su ran ce  p o l i c i e s  and p rov ide  c r e d i t  
l i f e  in su rance  on unpaid loan b a la n c e s .  D espite  a l l  s a f e g u a rd s ,  a c r e d i t  
u n io n 's  management o c c a s io n a l ly  f a i l s  t o  make an adequate  c r e d i t  in v e s ­
t i g a t io n  and th e  c r e d i t  union s u f f e r s  an avo idab le  l o s s .
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Although the c r e d i t  union overcomes many o f  the  problems 
a s s o c ia te d  w ith d i r e c t  lend ing  by sa v e rs  t o  b o rro w e rs ,  th e  b a s ic  c o n f l i c t  
between le n d e r  and borrower rem ains. The c r e d i t  union i s  a mutual a sso ­
c ia t i o n  w ith  a l l  members (sa v e rs  and borrow ers)  sh a r in g  v o t in g  power 
and decis ion-m aking  r e s p o n s i b i l i t y  on a one-man one-vo te  b as is*  But 
sa v e rs  ( l e n d e r s )  d e s i r e  l i q u i d i t y  and h igh  r a t e s  o f  r e tu rn  w ith  su b s ta n ­
t i a l  s e c u r i t y  back ing  each lo a n ,  w hile  borrow ers d e s i r e  easy term s and 
low i n t e r e s t  r a t e s  on loans with minimal s e c u r i t y .  A compromise must 
be reached which w i l l  p rov ide  term s s a t i s f a c t o r y  t o  a l l — terms a t  l e a s t  
as a t t r a c t i v e  as those  o b ta in a b le  o u ts id e  th e  c r e d i t  union and perhaps 
b e t t e r .
To th e  e x te n t  t h a t  the  c r e d i t  union form o f f e r s  an a t t r a c t i v e  
package t o  s a v e rs  and b o rrow ers ,  e x i s t i n g  c r e d i t  unions can be expec ted  
to  grow as t h e i r  membership groups grow and become more w e a l th y ,  and new 
c r e d i t  unions can be expected  t o  be formed among th o se  groups no t p re ­
v io u s ly  se rv e d .  Should the  package o f f e re d  by th e  c r e d i t  union cease  
to  be as a t t r a c t i v e  to  members as t h a t  o f f e r e d  by a l t e r n a t i v e  sav in g s  
o u t l e t s  o r  a l t e r n a t i v e  c r e d i t  s o u rc e s ,  then  th e  c r e d i t  u n io n 's  growth 
w i l l  be hampered and c r e d i t  unions may d e c l in e  in both  numbers and 
s i z e .  The d e c l in e  in  the  r e l a t i v e  a t t r a c t i v e n e s s  o f  c r e d i t  union terms 
to  sa v e rs  o r  len d e rs  could a r i s e  e i t h e r  because o f  a d e c l in e  in  th e  
e f f i c ie n c y  o f  the  c r e d i t  union o r  because  o f  improvement in  th e  pack­
ages o f fe re d  t o  households by the  f i n a n c ia l  m arke ts .
A d e c l in e  in  the  e f f i c ie n c y  o f  a c r e d i t  union could  occur 
because o f  e s ta b l ish m e n t  o f h ig h -c o s t  p ro c e d u re s ,  h igh  lo s s  r a t e s  on 
loans o r  poor a d m in is t r a t io n  o f  funds , o r  cou ld  occur i f  re g u la to ry  
a u t h o r i t i e s  made unusual demands upon management. Symptoms s i m i l a r  t o
m o
i n e f f i c i e n t  o p e ra t io n  could appear i f  th e  c r e d i t  union became dominated 
by the  i n t e r e s t s  o f e i t h e r  sav e rs  o r  bo rrow ers . In any o f  th e  above 
c a s e s , however, th e  symptoms should lead  to  c o r re c t io n  o f  th e  c o n d it io n  
s in c ^  th e  b a s ic  needs of the  households remain.
Should th e  package o f fe re d  by th e  c r e d i t  union become le s s  
a t t r a c t i v e  because o f  improvements in  the  d e s i r a b i l i t y  o f a l t e r n a t i v e  
sav in g s  d e p o s i to r ie s  o r  l e n d e r s ,  then  th e  c r e d i t  union may be unable 
t o  cope w ith th e  c o n d it io n  and may face  s ta g n a t io n  o r  even be d isbanded . 
In t h i s  c a s e ,  the  success  o f  the  c r e d i t  union must be measured by i t s  
s e r v ic e  w h ile  o p e ra t in g  and by i t s  s t im u la t io n  o f  o th e r  f i n a n c i a l  
i n s t i t u t i o n s  t o  improve t h e i r  o f f e r in g s  t o  sa v e rs  and b o rrow ers .  The 
demise o f  th e  c r e d i t  un ion , because i t  i s  no lo n g e r  needed , may 
in d ic a te  t h a t  i t  has a t t a in e d  th e  u l t im a te  su c ce ss  o f  any m utua l,  s e l f -  
h e lp  e n t e r p r i s e .
The income ta x  exemption o f  c r e d i t  unions and o th e r  mutual 
a s s o c ia t io n s  was begun when p e rso n a l  and c o rp o ra te  income ta x  r a t e s  
were low. The t a x  lo ss  t o  th e  government was sm a ll  both because r a t e s  
were low and because the  ea rn ing s  o f  c r e d i t  unions were sm a l l .  The 
sm a ll  lo s s  o f  revenue was regarded  as a subs idy  to  th e  o p e ra t io n  o f  
s m a l l ,  s e l f - h e l p  a s s o c ia t io n s  which promote t h r i f t  among low- and m iddle- 
income groups and a s s i s t  f a m il ie s  in  tho se  same c la s s e s  t o  avoid  th e '  
g r ip s  o f  loan s h a rk s .
Improvements in  sm all  loan and usury law s, in c r e a s in g  com­
p e t i t i o n  in  the  sav ings  and loan markets and in c re a s in g  a f f lu e n c e  among 
c r e d i t  unions make c o n tin u a t io n  o f  the  t a x  exemption more d i f f i c u l t  t o
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j u s t i f y ,  e s p e c ia l ly  in  view of p re s e n t  t a x  r a t e s .  R ising  p re s su re s  fo r  
b roaden ing  th e  ta x  base and e q u a l iz in g  the  ta x  burden may soon le a d  to  
e l im in a t io n  o f  t h i s  subs idy  to  c r e d i t  union o p e ra t io n s .
The ro le  o f  c r e d i t  unions in  the  f i n a n c i a l  markets i s  t h a t  o f 
in te rm e d ia ry  between th ose  households in  th e  membership group w hich , 
du r in g  any given time p e r io d ,  d e s i r e  to  consume l e s s  than  c u r re n t  income 
and those  households which, du ring  th e  same t im e ,  wish to  borrow in  
o rd e r  t o  spend more than c u rre n t  income. As a f i n a n c i a l  in te rm e d ia ry ,  
th e  c r e d i t  union o f f e r s  sav e rs  sh a re s  which a re  redeemable on demand 
and uses the  funds accumulated through s a l e  o f  sh a re s  t o  ex tend  i n s t a l l ­
ment lo a n s .  Because members may d e s i r e  redemption o f  t h e i r  sh a re s  a t  
any time and because the  major a s s e t s  o f  the  c r e d i t  union a re  no t  
r e a d i ly  c o n v e r t ib le  i n to  money, th e  c r e d i t  union has th e  day -to -day  
problem o f  m a in ta in ing  an adequate degree o f  l i q u i d i t y .
The r e l a t e d  bu t s e p a ra te  problem o f  m a in ta in in g  so lvency  i s  
sh a red  by c r e d i t  unions and o th e r  f i n a n c i a l  i n te r m e d ia r i e s .  The c r e d i t  
union must s a feg u a rd  a s s e t s  in  o rd e r  to  s a t i s f y  o b l ig a t io n s  to  c r e d i to r s  
and s h a re h o ld e rs .
Although the  needs fo r  l i q u i d i t y  and so lvency in  c r e d i t  
unions a re  s i m i l a r  t o  the  l i q u i d i t y  and so lvency  needs o f  o th e r  f i n a n c i a l  
i n s t i t u t i o n s ,  th e r e  a re  s e v e r a l  im p e rfec tio n s  in  th e  s t r u c t u r e  o f  c r e d i t  
unions which d i s t in g u i s h  t h e i r  problems from th o se  o f  o th e r  f i n a n c ia l  
in te r m e d ia r ie s .  F i r s t ,  th e  matching o f  th e  d e s i r e s  o f  s a v e rs  and 
borrowers w ith in  any one time p e riod  may be very d i f f i c u l t  f o r  a c r e d i t  
union, I f  s a v e rs  with to  accumulate more funds than  borrow ers wish to  
use d u rin g  a p e r io d ,  the  c r e d i t  union i s  faced  w ith excess  l i q u i d i t y
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and l im i te d  o p p o r tu n i t ie s  f o r  p r o f i t a b l e  employment o f  a s u b s t a n t i a l  
p o r t io n  o f  i t s  funds. At o th e r  tim es la rg e  w ithdraw al demands, d e fa u l t s  
on loan payments, and req u e s ts  f o r  new loans may cause sev e re  l i q u i d i t y  
and even solvency problems f o r  the  c r e d i t  union which may r e s u l t  in  
i n t e r r u p t io n  o f  normal s e r v i c e s .
The p r o b a b i l i ty  o f  p e rio d s  o f  excess  l i q u i d i t y  o r  i n s u f f i c i e n t  
l i q u i d i t y  a re  g r e a t e r  in  c r e d i t  unions than most o th e r  f i n a n c i a l  
in te rm e d ia r ie s  because th e  l im i te d  f i e l d  o f membership means th a t  a l l  
members, s a v e r s ,  and borrowers face s i m i l a r  economic c o n d it io n s  a t  the  
same tim e. Economic f l u c t u a t i o n s ,  s t r i k e s ,  p la n t  ex p ansio n , o r  c lo s in g s  
a re  l i k e l y  to  a f f e c t  a l l  member's a t  th e  same t im e ,  consequen tly  magnify­
ing  the  problems o f  in te rm ed ia ry  f in a n c e .  Compounding th e  problems 
c re a te d  by th e  l im i te d  f i e l d  o f  membership a re  c lo se  l e g a l  r e s t r i c t i o n s  
on the  investm ent o u t l e t s  fo r  su rp lu s  funds and th e  absence o f  a good 
secondary market f o r  members' n o te s .  Thus, the  p re s e n t  s t r u c t u r e  o f  
the  c r e d i t  union i s  such as to  c re a te  su rp lu s e s  o f  funds a t  time3 
w ithou t p ro v id in g  f o r  t h e i r  p r o f i t a b le  employment and sh o r ta g e s  o f  
l i q u i d  funds a t  o th e r  tim es w ith no p ro v is io n  f o r  r e l i e f .
A second im p erfec tion  which d i s t in g u i s h e s  c r e d i t  union problems 
from those  o f  o th e r  f i n a n c ia l  in te rm e d ia r ie s  i s  the  absence o f  some 
source  of u l t im a te  l i q u i d i t y ,  a le n d e r  o f  l a s t  r e s o r t  designed  to  a s s i s t  
c r e d i t  unions through l i q u i d i t y  c r i s e s .  This shortcom ing in c re a s e s  the  
l ik e l ih o o d  th a t  i l l i q u i d i t y  may be a problem and lowers th e  s o c i a l  and 
economic d e s i r a b i l i t y  o f  th e  c r e d i t  union as a f i n a n c ia l  in te rm e d ia ry .  
T h ird ,  f a i l u r e  t o  provide fo r  sp re ad in g  o f  th e  lo s s  r e s u l t i n g  
from f a i l u r e  o r inso lvency  o f a c r e d i t  union through in su ran ce  o f  sh a re
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accounts in c re a s e s  the  r i s k in e s s  o f  the  c r e d i t  union as an o u t l e t  f o r  
household sa v in g s .  Since th e  p o s s i b i l i t i e s  o f  inconvenience and m a te r ia l  
lo s s  r e s u l t i n g  from i l l i q u i d i t y  o r  in so lvency  a re  d i f f i c u l t  t o  e s t im a te  * 
th e se  p r o b a b i l i t i e s  are  l i k e l y  t o  be d isco u n ted  a t  a r e l a t i v e l y  h igh 
r a t e  which, t o  the  e x te n t  households a re  aware o f  th e  r i s k s ,  w i l l  
d iscourage  u t i l i z a t i o n  o f  c r e d i t  union f a c i l i t i e s .  To th e  e x te n t  t h a t  
households a re  unaware o f  th e  r i s k s  inv o lved  in  u t i l i z a t i o n  of c r e d i t  
union sh a re s  as sav ings  d e p o s i t o r i e s ,  t h i s  ignorance  r e s u l t s  in  incon­
venience and f i n a n c ia l  l o s s .
A fo u r th  im p e rfec tio n  in  th e  s t r u c t u r e  o f  th e  c r e d i t  union 
which i s  perhaps sh a red  by th e  o th e r  m u tua ls ,  e . g . ,  sav ing s  and loan 
a s s o c ia t io n s  and mutual sav ings  banks, i s  the  in e q u i ta b le  p ro v is io n  o f  a 
'• re se rv e"  cushion f o r  sh a re s  which cannot be withdrawn by a sh a re h o ld e r— 
le a v in g  the  membership p r i o r  to  d i s s o l u t i o n .  An a l t e r n a t i v e  to  th e  
p re s e n t  system  was suggested  in  Chapter IV and a n o th e r  a l t e r n a t i v e  i s  
cons idered  below.
The f i f t h  im p e r fe c t io n ,  the  absence o f  p r o f e s s io n a l  l e a d e r s h ip ,  
i s  more c h a r a c t e r i s t i c  o f sm all  than la rg e  unions and i s  probably 
im possib le  t o  so lv e  e n t i r e l y  c o n s id e r in g  th e  m u tua l, s e l f - h e l p  n a tu re  
o f  th e  c r e d i t  union,
I I .  SUGGESTIONS FOR IMPROVING THE FRAMEWORK 
OF CREDIT UNIONS
The major problems and weaknesses o f  the  p re s e n t  framework o f  
c r e d i t  unions stem from t h e i r  economic r o l e  and a re  compounded by th e  
l im i te d  f i e l d  o f membership in  each u n i t  and management by n o n -p ro fe s ­
s i o n a l s .  The problems of p ro v id in g  l i q u i d i t y  and m ain ta in in g  so lvency
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could probably be eased somewhat by removing th e  l im i ta t io n s  on f i e l d  
o f  membership, e l im in a t in g  c r e d i t  unions too  sm a ll  to  su p p o r t  p r o f e s s io n a l  
management, and b roaden ing  the  c r e d i t  u n io n 's  a u th o r i ty  t o  s e l e c t  a s s e t s .
However, removal o f  th e  l im i te d  f i e l d  o f  membership p ro v is io n  
in  c r e d i t  unions would r a i s e  t h e i r  c o s ts  o f  o p e ra t io n  through lo s s  o f  
v o lu n te e r  s e r v i c e s ,  more expensive  c r e d i t  i n v e s t i g a t i o n s ,  and, f o r  many 
g roups, lo s s  o f f r e e  space and o th e r  f a c i l i t i e s  p rov ided  by em ployers.
In a d d it io n  to  r a i s i n g  c o s t s ,  removal o f th e  l im i te d  f i e l d  o f membership 
fe a tu re  in  c r e d i t  unions would probably  reduce the  l e v e l  o f  customer 
lo y a l ty  and confidence  p re s e n t ly  enjoyed and perhap3 sharpen th e  l in e s  
o f  c o n f l i c t  between sav e rs  and borrow ers w i th in  th e  membership.
On b a la n c e ,  removing th e  l im i t a t i o n s  on membership would 
probably weaken the  c r e d i t  union movement as a co m p e ti t iv e  fo rce  in  th e  
f i n a n c i a l  markets and might dep rive  some households o f  t h e i r  s e r v i c e s .
An a l t e r n a t i v e  approach would be t o  s t r e n g th e n  th e  c r e d i t  union s t r u c t u r e  
w ith in  the l im i ta t io n s  and r e s t r i c t i o n s  imposed by th e  common bond o f  
a s s o c ia t io n  p re s e n t ly  re q u ire d  as a p r e r e q u i s i t e  f o r  membership. Some 
o f  the  fo llow ing  p ropo sa ls  fo r  improving th e  framework o f  c r e d i t  unions 
could be adopted by the  c r e d i t  unions them selves o r  by th e  re g u la to ry  
a u t h o r i t i e s  w ithou t th e  n e c e s s i ty  o f  l e g i s l a t i v e  a c t io n .  Other p ro p o sa ls  
would re q u i re  some e x te n s iv e  a d d i t io n s  t o  p re s e n t  l e g a l  s t a t u t e s  d e a l in g  
w ith  c r e d i t  union o p e ra t io n s .  However, none o f  th e  sug ges ted  m odifi­
c a t io n s  would a l t e r  th e  b a s ic  s t r u c t u r e  and fu n c t io n  o f  th e  c r e d i t  union 
as a m utual, s e l f - h e l p  f i n a n c ia l  i n s t i t u t i o n .
To d ea l  with the  r e l a te d  problems o f  l i q u i d i t y  and so lvency 
and to  ensure  e q u ity  fo r  a l l  members o f  th e  c r e d i t  union:
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1, Each c r e d i t  union shou ld  be r e q u ire d  to  m ain ta in  a c e r t a i n  
minimum le v e l  o f  l iq u i d  a s s e t s  to  be used t o  meet unusual w ithdraw al 
r e q u e s t s .  The purpose o f  such a requ irem ent would be t o  enhance the  
l i q u i d i t y  p o s i t io n  o f th e  i n s t i t u t i o n  and the reb y  en su re - th e  l i q u i d i t y  
o f  members' sha re  acco un ts .  The l iq u id  a s s e t  requ irem ent could be met 
by e i t h e r  maintenance o f  cash d e p o s i t s ,  ownership o f  s h o r t - te rm  
m arketable s e c u r i t i e s ,  o r  a f irm  l in e  o f  c r e d i t  from one o r  more 
commercial banks.
2. Each c r e d i t  union should  e s t a b l i s h  a p lan  o f  a c t io n  to  be 
employed in  the  event o f  u n fo r tu n a te  economic developments—s t r i k e s , 
p la n t  c lo s in g ,  n a tu r a l  d i s a s t e r ,  w ar, o r  any o th e r  more o r  l e s s  unpre­
d i c t a b l e  e v e n t .  The p lan  would have a  m u lt ip le  fu n c t io n .  F i r s t ,  
e s ta b l ish m e n t  o f the  p lan  would re q u ire  th o se  concerned w ith management 
o f  th e  c r e d i t  union to  s tudy  t h e i r  r e s p o n s i b i l i t i e s  and th e  fu n c t io n a l  
c h a r a c t e r i s t i c s  o f  th e  c r e d i t  union in  d e p th j  t h u s ,  th e  p lan  would be 
e d u c a t io n a l .
Second, p lan n ing  should  make an emergency e a s i e r  to  d e a l  w ith  
shou ld  i t  occu r. Both th e  management and membership sho u ld  know th e  
p lans  f o r  p ro c e ss in g  w ithdraw al re q u e s ts  and c o l l e c t io n  o f  e x i s t i n g  loans  
and shou ld  know th e  p o l ic y  on ex ten s io n  o f  new loans in  th e  even t o f  an 
economic upheaval a f f e c t i n g  a la rg e  p ro p o r t io n  o f  th e  membership. The 
plan would take  i n t o  account any s e a s o n a l  v a r i a t i o n s  in  cash flow and 
th e  normal in tra -m on th  flew o f  s a v in g s ,  w i th d ra w a ls ,  l o a n s ,  and repay­
ments, The plan should  be re v is e d  and updated p e r io d ic a l ly  t o  keep i t  
c u r re n t  and u se ab le .
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3, Close su p e rv is io n  o f a s s e t s  shou ld  be m ain tained  in  o rd e r  
t o  a ssu re  th a t  a s s e t s  w i l l  m ain tain  t h e i r  value in  a l l  b u t  the  w orst 
economic developments.
4. P ro v is io n  should  be made fo r  d is c o u n t in g  o f  members' loans 
in  the  even t o f  a se v e re  l i q u i d i t y  c r i s i s .  The p ro v is io n  o f a n a t io n a l  
d isco u n t f a c i l i t y  would in c re a s e  th e  l i q u i d i t y  o f  c r e d i t  union a s s e t s  
and , co n seq u e n tly ,  ensure  the  l i q u i d i t y  o f  members' sh a re  accounts even 
du rin g  tim es o f abnormal w ithdraw al r e q u e s t s .  In c re a sed  l i q u i d i t y  o f  
sh a re  accounts would enhance th e  value  o f  c r e d i t  union membership and 
would p a r t i a l l y  m i t ig a te  a g a in s t  the  r a p id  sp read  t o  th e  community o f  
th e  e f f e c t s  o f  a s t r i k e ,  lay  o f f ,  o r  o th e r  tem porary c o n d it io n s  a d v erse ly  
a f f e c t i n g  members* incomes. Spending by members could  be s u s ta in e d  by 
w ithdraw ing funds from sh a re  acc o u n ts .
Membership in  th e  n a t i o n a l  c e n t r a l  c r e d i t  f a c i l i t y  shou ld  be 
re q u ire d  o f f e d e r a l l y - c h a r t e r e d  c r e d i t  u n io n s ,  and p ro v is io n s  shou ld  be 
made whereby s t a t e  l e g i s l a t u r e s  could re q u i re  membership by s t a t e -  
c h a r te re d  u n i t s  as w e l l .  In o th e r  c a s e s ,  where s t a t e  laws p e rm it ,  
membership by s t a t e  c r e d i t  unions m eeting e s s e n t i a l l y  th e  same q u a l i f i ­
c a t io n s  as t o  the  n a tu re  o f  t h e i r  o p e ra t io n s  as do f e d e r a l  c r e d i t  unions 
could be made o p t io n a l .
C a p i t a l i z a t io n  o f  th e  d isc o u n t  f a c i l i t y  could be r e a d i ly  
accomplished by s u b s c r ip t io n s  o f  c a p i t a l  s to c k  by member c r e d i t  unions 
a t  a r a t e  based  upon the  s i z e  o f  th e  member c r e d i t  un ion . The amount 
o f  c a p i t a l  needed to  prov ide  f o r  e s ta b l ish m e n t  o f  a d isc o u n t  f a c i l i t y  
shou ld  not be la rg e  s in c e  i t s  prim ary fu n c tio n  would be as in te rm ed ia ry  
between member c r e d i t  unions (a s  bo rrow ers)  and th e  f i n a n c ia l  markets 
and monetary a u th o r i ty  (a s  l e n d e r s ) .  The s a f e ty  o f  the  d isco u n t
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f a c i l i t y ' s  o b l ig a t io n s  would depend upon i t s  accep tance  o f  good paper 
e x c lu s iv e ly .
The d isco u n t f a c i l i t y  should  acq u ire  th e  major p o r t io n  o f  i t s  
funds from th e  money markets through is su e  o f  i t s  own s h o r t - t e r m  i n t e r e s t -  
b e a r in g  s e c u r i t i e s .  A d d i t io n a l ly ,  in  the  even t o f  a se v e re  l i q u i d i t y  
c r i s i s ,  th e  d isco u n t f a c i l i t y  should  have d isc o u n t  p r iv i l e g e s  a t  th e  
Federa l Reserve Banks—the  source  o f  u l t im a te  l i q u i d i t y .
A s ta tem en t  o f  p o l icy  would in d ic a te  th e  c o n d it io n s  under which 
the  c r e d i t  union could  apply f o r  d isc o u n tin g  o f  n o t e s ,  th e  r a t e s  and 
term s of such d i s c o u n ts ,  th e  maximum p ro p o r t io n  o f  i t s  a s s e t s  which each 
c r e d i t  union could d i s c o u n t ,  and would e s t a b l i s h  the r u le s  fo r  e x ten s io n  
o f  new loans and re f in a n c in g  o f o u ts ta n d in g  loans d u rin g  th e  p e r io d  o f  
indeb tedness  t o  th e  d iscoun t f a c i l i t y .
O pera ting  c o s ts  o f  the  d isco u n t f a c i l i t y  would be met through 
charg ing  a r a t e  f o r  loans t o  c r e d i t  unions in  excess  o f  th e  co s t  o f  funds 
to  the  d iscou n t f a c i l i t y .  The c r e d i t  union using  th e  d iscoun t f a c i l i t y  
could be expected  t o  be under more o r  l e s s  co n s tan t  su p e rv is io n  to  
a ssu re  s a f e ty  of funds e n t r u s te d  to  i t  and compliance w ith  the  ru le s  
concern ing  new lend in g  and so  on,
A second fu n c t io n  which could be a ss ig n ed  t o  th e  d isc o u n t  
f a c i l i t y  would be brokerage  between c r e d i t  unions w ith  su rp lu s  funds ■ 
a v a i la b le  f o r  len d in g  and c r e d i t  unions w ith  excess  loan demands. While 
s e r v ic e  as b ro k e r  f o r  i n te r le n d in g  between c r e d i t  unions has n o th in g  
s p e c i f i c a l l y  to  do with p ro v is io n  o f  l i q u i d i t y  f o r  members' a cc o u n ts ,  
b rokerage  would a s s i s t  in  m it ig a t in g  the  d i f f i c u l t y  experienced  by many 
c r e d i t  unions o f matching sav ings w ith  loan demand w ith in  any one time
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p e rio d  and would, through brokerage  f e e s ,  prov ide  an added source  o f  
revenue to  th e  d iscoun t f a c i l i t y  t o  meet o p e ra t in g  c o s t s .
5. F a c i l i t i e s  should  be e s t a b l i s h e d  f o r  th e  in su rance  o f  
members* sh a re  accounts from lo ss  due to  in so lvency  o f  th e  c r e d i t  union. 
The purpose would be to  guaran tee  th e  f u l l  d o l l a r  value o f  members' sha re  
accounts a g a in s t  any development which would o therw ise  r e s u l t  in  lo s s  to  
members through a scaledown o f  sh a re s  o r  l i q u i d a t i o n  o f  th e  c r e d i t  union. 
The c o s t  o f  a sh a re  in su ran ce  program would be borne by premiums pa id  by 
p a r t i c i p a t i n g  c r e d i t  unions on th e  b a s i s  o f  th e  amount o f  sh a re  accounts 
h e ld .
The degree o f r i s k  to  sh a re h o ld e rs  w i l l  vary acco rd ing  to  the  
age and s i z e  o f  the  c r e d i t  un ion , th e  s t a b i l i t y  o f  th e  membership group, 
the  in d u s t ry  in  which i t  i s  lo c a te d ,  and g e n e ra l  economic c o n d i t io n s .  
Consequently , th e  a c t u a r i a l  problems o f  e s t a b l i s h i n g  a sh a re  in su ran ce  
program a re  g r e a t .  N e v e r th e le s s ,  th e  absence o f  an adequate  guaran tee  
program in c re a s e s  the  r i s k  o f  lo s s  f o r  th e  i n d iv id u a l  member.
Except f o r  a d m in is t r a t iv e  c o s t s ,  th e  economic c o s t  o f  a  sha re  
in su ran ce  program would be e x a c tly  th e  same as th e  amount o f  lo s s  now 
s u f f e r e d  when c r e d i t  unions are fo rced  t o  s c a le  down members* sh a re s  o r  
l iq u i d a te  w ithou t r e tu rn in g  f u l l  d o l l a r  va lue  on sh a re  a cco u n ts .  The 
lo s s e s  due t o  d e f a u l t s  on lo a n s ,  d e f a l c a t i o n s ,  and o th e r  adverse  condi­
t io n s  shou ld  be approxim ate ly  the  same amount f o r  th e  e n t i r e  economy 
w hether o r  not th e re  i s  a sha re  guaran tee  program,assuming th a t  th e  
e x is te n c e  o f  sh a re  in su ran ce  would no t reduce th e  frequency o f  lo s 3 .  
However, th e  c o s ts  would be sp read  over the  membership o f  a l l  in su re d  
c r e d i t  unions r a th e r  than  be ing  borne by a few people  whose c r e d i t  unions 
become in s o lv e n t .
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The share  in su rance  system  should  be nationw ide in  sc o p e , and 
membership by f e d e ra l  c r e d i t  unions should  be r e q u ire d .  S ta te - c h a r te r e d  
groups shou ld  be made e l i g i b l e  f o r  membership upon a p p l ic a t io n  i f  they  
meet minimum s ta n d a rd s  as to  the  q u a l i ty  o f  t h e i r  a s s e t s ,  th e  m atu r ity  
s t r u c tu r e  o f  loans o u ts ta n d in g ,  and so  on. S ta te  l e g i s l a t u r e s  should  
c o n s id e r  r e q u i r in g  membership by s t a t e - c h a r t e r e d  groups.
C a p i t a l i z a t io n  o f  the  sh a re  in su ra n ce  system  could be 
accomplished through s u b s c r ip t io n  by p a r t i c i p a t i n g  c r e d i t  un ions, A 
p a r t  o f  the  s u b s c r ip t io n  could  be a c tu a l ly  pa id  by th e  c r e d i t  unions 
w ith  th e  remainder s u b je c t  to  c a l l  in  th e  even t o f  lo s s e s  e a r ly  in  the  
program. Only c r e d i t  unions meeting c e r t a in  minimum requirem ents  w ith 
regard  t o  th e  q u a n t i ty  and q u a l i ty  o f  t h e i r  a s s e t s  shou ld  be adm itted  
to  the  system  s in c e  admission o f  an in s o lv e n t  c r e d i t  union to  membership 
would v io la t e  the  in su ra n ce  p r i n c i p le .
The purposes o f  the  sh a re  in su ran ce  program and th e  p re s e n t  
system  of e s t a b l i s h i n g  req u ire d  re se rv e s  a re  i d e n t i c a l —t o  cushion 
in d iv id u a l  sh a re  accounts a g a in s t  lo s s  due to  a d e c l in e  in  the  value o f  
th e  c r e d i t  u n io n 's  a s s e t s ,  C onsequently , e s t a b l i s h e d  c r e d i t  unions 
might be p e rm itte d  to  pay t h e i r  s u b s c r ip t io n s  t o  th e  sh a re  in su ran ce  
system out o f  re se rv e s  i f  re se rv e  accounts exceed amounts p ru d en tly  
deemed necessa ry  as p ro te c t io n  a g a in s t  d e fa u l t  o f  loans p re s e n t ly  o n .th e  
books o f  the  c r e d i t  union. F u r th e r ,  s in c e  the  sh a re  in su ran ce  system  
would remove the  need f o r  an e q u ity  "cush ion"  between a s s e t s  and members' 
s h a r e s ,  th e  payment o f  in su ran ce  premiums could be c r e d i te d  a g a in s t  the
150
mandatory a d d it io n s  t o  re se rv e s  when th e se  a d d i t io n s  would exceed th e  
necessa ry  accumulation f o r  bad d e b ts ,^
Should th e  above method o f f in a n c in g  be adop ted , n e i t h e r
d iv idend  r a t e s  no r  th e  s e rv ic e s  o f  th e  c r e d i t  union shou ld  be a f f e c te d .
The advantages o f  a sha re  in su rance  program over th e  p re s e n t  re se rv e
system  and over the  s t a b i l i z a t i o n  fund o f  the  L ou is iana  C re d i t  Union 
2
League would be th e  speed o f  s e t t le m e n t  in  th e  even t o f  l i q u i d a t i o n ,  
th e  m inim ization  o f  in d iv id u a l  r i s k  through use o f  in s u ra n c e ,  and th e  
guaran tee  o f  a c o n t r a c tu a l  o b l ig a t io n  t o  a s s i s t  a  c r e d i t  union under­
going d i f f i c u l t y .
6, The degree o f  e q u ity  a s s o c ia te d  w ith th e  e s ta b l ish m e n t  o f  
re se rv e  funds needs t o  be improved. One way o f  ach iev in g  e q u ity  w ith in  
th e  p re s e n t  re se rv e  system i s  o u t l in e d  on pages 121-122, above, and w i l l  
no t be rep ea ted  h e re .  Should an adequate program f o r  guaran tee  o f  sh a re  
accounts be adop ted , the  case fo r  r e t e n t io n  o f  p re s e n t  re s e rv e  r e q u i r e ­
ments would be s u b s t a n t i a l l y  weakened. The sou rce  o f  in e q u i ty  i s  th e  
re q u ire d  a d d i t io n  o f  a f ix ed  percen tage  o f  p r o f i t s  t o  r e s e rv e s  w ith o u t 
rega rd  to  the  amount o f  re se rv e s  needed t o  p r o te c t  a g a in s t  p o t e n t i a l  bad 
d e b ts .  The re se rv e  fund i s  not w ithd raw ab le , so  any member who withdraws 
sh a re s  p r i o r  to  l iq u id a t io n  o f  th e  c r e d i t  union lo se s  th e  amount w ith h e ld  
from d iv idends in  h i s  b e h a l f .  Adoption o f  a sh a re  in su ra n ce  program' 
sho u ld  remove the  case  f o r  ex cess iv e  re se rv e  accum ula tio n , thereby  
removing th e  source  o f  in e q u i ty ,
^This l a t t e r  trea tm en t i s  s i m i l a r  t o  the  t re a tm e n t  a f fo rd e d  to  
c r e d i t  unions which are  members o f  the  M assachusetts C re d it  Union Share 
In surance  C o rpo ra tion , See pp. 114-115 above.
2See pp. 113-114 above.
With i t s  weaknesses removed th e  c r e d i t  union form could become 
a more v ia b le  fo rce  in  the  lo c a l i z e d  markets f o r  sav ings  and consumer 
lo a n s ,
I I I .  SOME EXTENSIONS
This study  has y ie ld e d  some in s ig h ts  i n to  the  growth and 
development o f  c r e d i t  unions and t h e i r  r o le  in  the  economy o f  L ou is iana , 
Although they  a re  o rgan ized  as mutual s e l f - h e l p  i n s t i t u t i o n s  and 
m anageria l t a l e n t  i s  o f f e re d  on a vo lun ta ry  b a s i s ,  c r e d i t  unions a re  
f i n a n c i a l  i n s t i t u t i o n s  and should  be viewed as such both  l e g a l l y  and 
econom ically . Thus, they  should  be h e ld  f u l l y  accoun tab le  f o r  th e  
s a f e ty  and l i q u i d i t y  o f  funds e n t r u s te d  to  them and fo r  e q u i ta b le  
t rea tm e n t  o f  members. S o c ia l ly ,  c r e d i t  unions should  be p lac ed  on a pa r  
w ith  o th e r  f i n a n c ia l  in te rm e d ia r ie s  with reg a rd  to  t a x a t io n .
C re d it  unions a r e ,  a t  t im e s ,  ab le  to  o f f e r  term s t o  s a v e rs  and 
borrowers which are  more a t t r a c t i v e  than  the  term s o f f e r e d  by a l t e r n a t i v e  
f i n a n c i a l  i n s t i t u t i o n s .  Indeed , t h i s  i s  what makes the  c r e d i t  union 
a t t r a c t i v e  to  hou seho lds . Because o f  t h e i r  b e t t e r  te rm s , c r e d i t  unions 
e x e r t  com pe ti t ive  p re s su re  upon o th e r  f i n a n c i a l  i n s t i t u t i o n s  and may 
cause them to  improve t h e i r  term s. The S ta te  Banking Department should  
c o n s id e r  f o s t e r in g  th e  e s tab l ish m en t o f  c r e d i t  unions in  th o se  a re a s  o f  
th e  s t a t e  where com petition  among e x i s t i n g  f i n a n c i a l  i n s t i t u t i o n s  i s  
s l i g h t ,  e s p e c ia l ly  in  sm a ll  towns and r u r a l  communities where m u l t i p l i ­
c a t io n  o f  o th e r  f i n a n c ia l  i n s t i t u t i o n s  i s  not econom ically  f e a s i b l e ,
A number o f  shortcom ings in  th e  c o l l e c t io n  and r e p o r t in g  o f  
s t a t i s t i c a l  d a ta  on c r e d i t  union c o n d it io n s  and o p e ra t io n s  a re  apparen t 
to  one who has sought d a ta  f o r  a n a ly s is  o f  c r e d i t  union a c t i v i t i e s .  Both
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s t a t e  and fe d e ra l  c r e d i t  unions should  be re q u ire d  to  p u b lish  p e r io d ic  
s ta tem en ts  o f  c o n d it io n  and s ta tem en ts  o f  o p e ra t io n s  in  a newspaper o r  
s t a t e  jou rna l*  This would a ssu re  the  a v a i l a b i l i t y  o f  both c u r re n t  and 
h i s t o r i c a l  d a ta  to  members, th e  p u b l ic  in  g enera l ,  and th e  re s e a rc h e r .
As a minimum a l t e r n a t i v e  t o  the  above recommendation, f i n a n c i a l  r e p o r ts  
f o r  each membership group should  be f i l e d  w ith  th e  d e p o s i to r i e s  fo r  
s t a t e  documents f o r  permanent r e t e n t io n .
C are fu l  r e c o rd s ,  perhaps in  d ia ry  form, should  be m ain tained  
fo r  each c r e d i t  union p laced  in l i q u i d a t i o n  or f o r  each c r e d i t  union 
undergoing a scaledown o f  sh a re  a cco u n ts .  The reco rd s  should  co n ta in  
cop ies  o f  the  c h a r t e r  and bylaw s, annual p ro g ress  r e p o r t s ,  reasons f o r  
l i q u id a t io n  (o r  sca ledow n), and p ro g ress  o f  th e  l iq u id a t io n  u n t i l  f i n a l  
c lo se  o f  the  books. Such in fo rm ation  would be in v a lu a b le  in  p r o je c ts  
designed to  t r a c e  th e  l i f e  cycle  o f  a c r e d i t  un ion ; in  d e te rm in a tio n  o f  
f a c to r s  f o s t e r in g  and r e t a r d in g  c r e d i t  union development; in  d e s ig n in g  
and de te rm in ing  the  p robable  cos t  o f  a d isco un t f a c i l i t y  and a sha re  
in su rance  i n s t i t u t i o n .
F u r th e r  s tu d ie s  a re  needed in to  the  sou rces  and uses o f c r e d i t  
union funds o th e r  than  members’ sh a re  and loan a c c o u n ts ,  i n to  th e  make-up 
o f  sav ers  and b o rro w ers ,  and i n to  the  use o f  funds borrowed from c r e d i t  
un ions. Such s tu d ie s  would shed more l i g h t  on the  economic and s o c i a l  
c o n tr ib u t io n s  o f  c r e d i t  unions and might y i e ld  i n s i g h t s  i n to  t h e i r  
l i q u i d i t y  and solvency problems.
Cooperation o f  f e d e ra l  and s t a t e  r e g u la to ry  a u t h o r i t i e s  in  
g a th e r in g  and re p o r t in g  s t a t i s t i c a l  d a ta  concern ing  c r e d i t  unions would
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f a c i l i t a t e  the study  o f t h e i r  a c t i v i t i e s  and performance and might lead  
to  improvement in l e g i s l a t i o n  o r  su p e rv is io n  should  performance r e s u l t s  
j u s t i f y  such changes.
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APPENDIX A
TABLE XXII
SELECTED DATA ON OPERATIONS OF CREDIT UNIONS IN THE UNITED STATES—DECEMBER 31, 1962
STATE YEAR LAW NUMBER TOTAL PER CENT OF TOTAL ASSETS PER CAPITA
ENACTED MEM3ERS POPULATION (1 ,000 's  o f $) ASSETS
Alabama 1927 304 198,247 5.9 $ 107,865 $ 32.12
Alaska None 30 26,623 10.8 10,554 42.90
Arizona 1929 138 107,069 7.1 54,294 35.98
Arkansas 1.931 134 49,309 2.7 18,157 9.96
C alifo rn ia 1927 1,659 1,584,941 9.3 908,167 53.52
Colorado 1931 313 211,228 11.1 122,685 64.33
Connecticut 1939 471 297,233 11.4 169,372 65.22
Delaware None 41 75.035 5.3 9,516 20.29
Florida 1929 569 390,911 7.2 179,138 32.82
Georgia 1925 354 214,b93 5.2 97,305 23.73
Hawaii None 172 125,362 18.1 91,203 131.61
Idaho 1935 155 47,296 6.8 20,522 29.40
I l l i n o i s 1925 1,761 945,297 9.3 502,350 49.51
Indiana 1923 503 320,923 6.8 178,037 37.76
Iowa 1925 371 156,001 6.0 93.937 33.83
Kansas 1929 306 162,430 7.3 86,946 39.18
Kentucky 1922 214 103,375 3.4 43,661 14.17
Louisiana 1924 413 199,724 6.0 92,270 27.71
Maine 1939 142 84,227 8.4 40,390 40.43
Maryland 1929 188 174,400 5.5 67,215 21.06
Massachusetts 1909 744 592,586 11.5 303,227 58.75
Michigan 1925 1,191 1,034,240 12.9 621,733 77.80
Minnesota 1925 485 285,840 8.2 196,993 56.69
M ississippi 1924 142 66,595 3.0 26,804 11.92
Missouri 1927 620 347,640 8.0 173,355 39.89
Montana 1929 134 51,085 7.2 22,008 31.04
Nebraska 1919 167 95,802 6.5 49,485 33.35
Nevada None 59 34,903 10.4 17,790 53.10
New Hampshire 1921 62 43,031 6.8 19,948 31.56
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New Je rse y 192** 530 303,389 4.9 135,947 21.77
New Mexico 1945 108 68,613 6.7 36,277 35.57
New York 1913 1,071 719,533 4.1 328,870 18.90
North Carolina 1915 262 150,740 3.2 53,660 11.34
North Dakota 1935 122 40,086 6.2 19,130 29.80
Ohio 1931 1 J217 748,795 7.4 382,280 37.86
Oklahoma 1933 160 130,982 5.4 73,188 29.90
Oregon 1915 233 138,332 7.4 78,768 42.26
Pennsylvania 1933 1,178 665,281 5.8 287,254 25.25
Rhode Is land 1914 128 130,747 15.1 90,314 104.41
South C arolina 1915 119 85,124 3.5 26,316 10.80
South Dakota None 97 35,093 4.9 16,202 22.47
Tennessee 1923 400 223,252 6 .1 131,641 36.22
Texas 1913 1,219 793,057 7.8 416,453 41.17
Utah 1915 273 126,791 13.1 79,247 81.95
Vermont 1941 67 21,892 5.6 7,805 20.01
V irg in ia 1921 267 180,551 4 .3 79,439 19.02
Washington 1933 328 297,383 9.9 171,421 57.03
West V irg in ia 1925 147 52,401 3.0 23,064 13.01
Wisconsin 1913 753 401,431 5.0 252,111 31.55
Wyoming None 61 21,416 5.9 10,525 28.84
Canal Zone None 7 12,909 N. A. 3,692 N. A.
D i s t r i c t  o f  Columbia 1932 161 274,436 35.0 122,020 155.64
Puerto  Rico 1947 294 103,516 4.2 32,106 13.06
Virgin Is lan d s None 3 1,516 4.2 200 5.56
United S ta te s 1934 21,050 13,713,317 7.1 7,182,757 37.36
Sources: Federa l C red it  Unions, 1962 Report o f  O pera tions , U.S. Department o f  H ealth , Education and
W elfare, S o c ia l S ecu ri ty  A dm in is tra tion , Bureau of Federa l C red it  Unions (Washington: 1963);
'’S ta te -C h ar te red  C red it  Unions in  1962," S o c ia l  S ecu ri ty  B u l le t in ,  U.S. Department o f H ealth , Education 
and W elfare, S oc ia l S ecu ri ty  A dm inistra tion  (Washington: November, 1963), p. 16; and "Specia l
Study of S e lec ted  S ta te s  and Provinces, 1962," In te r n a t io n a l  C red it  Union Yearbook, C red it  Union 
N ational A ssoc ia tion  (Madison, Wisconsin: 1963), pp. 32-33.
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TABLE XXIII
NUMBER, MEMBERSHIP, TOTAL ASSETS, LOANS OUTSTANDING 
AND PAID-IN SHARE CAPITAL OF CREDIT UNIONS OPERATING IN THE
UNITED STATES, December 31_ 1925-1962
Number o f T o ta l Loans P a id -In
Number o f Members A ssets O utstand ing Share C a p ita l
Year C red it  Unions ( 1 ,0 0 0 's ) ( 1 ,0 0 0 ,0 0 0 's ) ( 1 ,0 0 0 ,0 0 0 's ) ( 1 ,0 0 0 ,0 0 0 's )
1962 21,050 13,753 .7 $7,188 $5,476 $6,184
1961 20,612 12 ,903 .4 6,382 4,852 5,506
1960 20,148 12,058.2 5,658 4,403 4,863
1959 19,501 11,319 .9 5,029 3,718 4,334
1958 18,836 10 ,539 .0 4,347 3,077 3,770
1957 18,198 9 ,861 .5 3,810 2,788 3,298
1956 17,251 9 ,0 5 0 .8 3,271 2,326 2,838
1955 16,193 8 ,153 .6 2,743 1,934 2,379
1954 15,041 7 ,3 55 .6 2,270 1,552 1,978
1953 13,674 6 ,635 .5 1,895 1,308 1,638
1952 12,287 5 ,888 .3 1,516 985 1,309
1951 11,279 5 ,196 .4 1,198 747 1,040
1950 10,586 4 ,609 .4 1,005 680 850
1949 9,922 4 ,0 9 0 .7 827 516 701
1949 9,331 3 ,749 .0 701 398 603
1947 9,000 3 ,339 .9 591 280 510
1946 8,767 3 ,01 9 .7 495 187 430
1945 8,680 2 ,843 .0 435 126 366
1944 8,808 2 ,935 .7 398 121 339
1943 9,223 3,012.9 356 123 N.A.
1942 9,767 3 ,154 .0 341 149 N.A.
1941 9,891 3 ,316 .6 323 220 274
1940 9,023 2 ,82 8 .3 253 191 212
1939 7,964 2 ,3 1 0 .1 194 149 161
1938 7,059 1 ,868 .9 147 108 114
1937 6,105 1,540 .0 116 78 82
1936 5,241 1 ,164 ,2 83 N.A. N.A.
1935 3,372 642,6 50 36 36
1934 2,489 430.3 40 28 26
1933 2,016 359.6 35 26 22
1932 1,612 301.1 31 25 22
1931 1,500 286.9 34 27 15
1929 974 264.9 N.A. 31 24
1925 419 108.0 N.A. 13 11
Source: Compiled from d a ta  pub lished  in  th e  Monthly Labor Review, v a r io u s
i s s u e s ,  1926-1951; S o c ia l  S e c u r i ty  B u l le t in ,  v a r io u s  i s s u e s , 1952-1963; 
and Report o f  O p e ra t io n s , Bureau o f  FederaT C re d it  Unions, 1961-1962.
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TABLE XXIV
PERCENTAGE CHANGE IN THE NUMBER, MEMBERSHIP, TOTAL ASSETS,
LOANS OUTSTANDING AND PAID IN SHARE CAPITAL OF CREDIT UNIONS 
IN THE UNITED STATES, 1932-1962.
Year
Percen tage  Change from Previous Year
Number o f  
C re d it  Unions
Number o f  
Members
T ota l
A ssets
Loans
O utstand ing
Share
C a p i ta l
1962 2.1% 6.6% 12.6% 12.9% 12.3%
1961 1.0 7.0 12.8 10.2 13.2
1960 3 .3 6 .5 12.5 18.3 12.2
19 59 3.5 7.4 15.7 20.8 15.0
1958 3.5 6 .9 14.1 10.4 14.3
1957 5.5 9.0 16,5 19.9 16.2
1956 6 .5 11.0 19.2 20,3 19.3
1955 7 .7 10.8 20.8 24.6 20 .3
1954 10.0 10.9 19.8 18.7 20.7
1953 11.1 12.7 25.0 32.7 25.2
1952 8.9 13.3 26.5 31.9 25 .8
1951 6 .5 12.7 19.2 9.9 22.4
1950 6 .7 12.7 21.5 31,8 21.3
1949 6 .3 9 .1 17,9 29.4 16.2
1948 3.7 12.3 18.7 42 .3 18.4
1947 2 .7 10.6 19.4 49.3 18.4
1946 1 .0 6 .2 13.9 48.5 17 .5
1945 -  1 .5 -  3.2 9 .1 4 .4 8 ,1
1944 -  4 .5 -  2 .6 12.0 -  1 .3 N.A.
1943 -  5.6 -  4 .5 4.4 -1 7 .7 N.A.
1942 -  1 .3 -  4 .9 5.6 -3 2 .3 N.A.
1941 9.6 17,3 27.4 15.5 29.4
1940 13 ,3 22.4 30.8 27.9 31.6
1939 12 .8 23.6 31.4 38.0 41,0
1938 15.6 21.4 26.6 38.4 38,7
1937 16,5 32.3 40.5 N.A, N.A.
1936 55.4 81.2 64.5 N. A. N.A.
1935 35.5 49.3 25.1 28.5 35.7
1934 23.5 19 ,7 13.3 6.2 17.0
1933 25.1 19.4 13.0 6 .3 3.5
1932 7.5 5.0 -  6.6 -  6 .5 41.7
Source: Computed from d a ta  o f  Table XXIII,
TABLE XXV
CONSUMER INSTALLMENT CREDIT OUTSTANDING IN THE UNITED STATES, 1919 -  1962
(M illions o f D o lla rs )  ^
Held by F inanc ia l  I n s t i tu t i o n s
jnd of 
Year Tota l Total
Commercial
Banks
Sales 
f inance  cos.
C red it
unions
Consumer 
f inance  cos. Other
Held by
r e t a i l
o u t le t s
1952 $46,243 $41,807 $18,909 $12,194 $4,973 $4,131 $1,600 $6,436
1361 43,527 37,935 17,008 11,273 4,330 3,799 1,525 5,595
1960 42,832 37,218 16,672 11,472 3,923 3,670 1,481 5,615
1959 39,245 33,570 15,227 10,319 3,280 3,337 1,407 5,676
1958 33,642 28,659 12,780 8,844 2,668 3,085 1,282 4,983
1957 33,867 29,200 12,843 9,609 2,429 3,124 1,195 4,668
iSS6 31,720 26,977 11,777 9,117 2,014 2,940 1,129 4,743
1555 28,906 24,398 10,601 8,447 1,678 2,623 1,049 4,508
1254 23,568 19,450 8,796 6,144 1,342 2,257 911 4,118
1953 23,005 18,963 8,998 5,927 1,124 2,137 777 4,042
1952 19,403 15,581 7,524 4,711 837 1,866 643 3,822
1951 15,294 12,124 5,771 3,654 635 1,555 509 3,170
1950 14,703 11,805 5,798 3,711 590 1,286 420 2,698
1949 11,590 9,257 4,439 2,944 438 $1,436 2,333
1948 8,996 7,120 3,529 2,011 334 1,246 1,876
1947 6,695 5,255 2,625 1,355 235 1,040 1,440
1946 4,172 3,235 1,567 677 151 840 937
1945 2,462 1,776 745 -300 102 629 666
165
194** 2,176 1,486 574 262 99 551 690
1943 2,136 1,413 532 252 103 526 723
1942 3,166 2,176 862 588 128 598 990
1941 6,085 4,480 1,726 1,797 198 759 1,605
1940 5,514 3,918 1,452 1,575 171 720 1,596
1939 4,503 3,065 1,079 1,197 132 657 1,438
1938 3,686 2,414 742 969 101 602 1,272
1937 4,118 2,804 706 1,415 81 602 1,314
1936 3,747 2,580 655 1,353 57 515 1,167
1935 2,817 1,860 415 974 36 435 957
1934 1,999 1,203 169 630 24 380 796
1933 1,723 1,001 127 507 20 347 722
1932 1,672 958 137 418 19 384 714
1931 2,463 1,319 173 684 21 441 1,144
1930 3,022 1,563 204 880 22 457 1,459
1929 3,524 1,745 201 1,074 22 448 1,779
1928 2,935 1,353 167 816 21 349 1,582
1927 2,319 1,054 136 628 18 272 1,265
1926 2,363 1,019 116 669 16 21*. 1,344
1925 2,115 815 94 529 14 178 1,300
1924 1,646 515 69 293 12 141 1,131
1923 1,368 397 52 222 10 113 971
1922 1,047 280 39 136 8 97 767
1921 919 219 31 93 7 88 700
1920 969 214 25 105 6 78 755
1919 800 164 19 73 4 68 636
Sources: "Consumer Credit S t a t i s t ic s ,"  Supplement to  Banking and Monetary S t a t i s t i c s  (Washington: Board
o f  Governors o f  the Federal Reserve System, 19 6 3 ), p. 7; and Federal Reserve B u lle t in  (Washington: Board
o f  Governors o f  th e  Federal Reserve System , 19 6 3 ), Volume 4 9 , Number 5 ,  Hay, 1963, p . 690.
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TABLE XXVI
CONSUMER INSTALLMENT CREDIT OUTSTANDING IN THE UNITED STATES, 1919 -  1962
(Percentage D is t r ib u t io n s )
Held by F in an c ia l  I n s t i tu t i o n s Credit
End o f  
Year
T ota l Commercial Sales banks finance c o s .
C red it Consumer 
unions finance  cos. Other
unions 
as a 
percent 
o f  t o t a l  
by a l l  
ho lders
1962 100.0% 45.2% 29,2% 11.9% 9.9% 3.8% 10.3%
1961 100.0 44.8 29.6 11.4 10.0 4.0 9.9
1960 100.0 44.8 30.8 10.5 9.9 4.0 9.2
1959 100,0 45.4 30.7 9 .8 9.9 4.2 8.4
1958 100.0 44.6 30.9 9 .3 10.8 4.5 7.9
1957 100.0 44.0 32.9 8.3 10.7 4.1 7.2
1956 100.0 43.7 33.8 7.5 10.9 4.2 6.3
1955 100.0 43.5 34.6 6.9 10.8 4 .3 5.8
1954 100,0 45.2 31.6 6.9 11.6 4.7 5.7
1953 100.0 47.5 31.3 5.9 11.3 4 .1 4.9
1952 100.0 48.3 30.2 5.4 12.0 4 .1 4.3
1951 100.0 47,6 30.1 5.2 12.8 4.2 4.2
1950 100.0 49.1 31.4 5.0 10.9 3.6 4.0
1949 100.0 48.0 31.8 4 .7 3.8
1948 100.0 50.0 28.2 4 .7 3.7
1947 100.0 50.0 25.8 4.5 3.5
1946 100.0 48.4 20.9 4.7 3.6
1945 100.0 41.9 16.9 5.7 4 .1
167
1944 100.0
1943 100.0
1942 100.0
1941 100.0
1940 100.0
1939 100.0
1938 100.0
193? 100.0
1936 100.0
1935 100.0
1934 100.0
1933 100.0
1932 100.0
1931 100.0
1930 100.0
1929 100.0
1928 100.0
1927 100.0
1926 100.0
1925 100.0
1924 100.0
1923 100.0
1922 100.0
1921 100.0
1920 100.0
1919 100.0
38.6 17.6
37.7 17.8
39.6 27.0
38.5 40.1
37.1 40.2
35.2 39.1
30.7 40.1
25.2 50.5
25.4 52.4
22.3 52.4
14.0 52.4
12.7 50.6
14,3 43.6
13.1 51.9
13.1 56.3
11.5 61.5
12,3 60.3
12.9 59.6
11.4 65.7
11.5 64,9
13.4 56.9
13.1 55.9
13.9 48.6
14.2 42.5
U . 7 49.1
11.6 44,5
Source: Computed from d a ta  o f  Table XXV.
6.7 4.5
7.3 4 .8
5.9 4.0
4.4 3.3
4.4 3.1
4.3 2.9
4.2 2.7
2.9 2.0
2.2 1.5
1.9 1 .3
2.0 1.2
2,0 1.2
2.0 1.1
1.6 0.9
1.4 0 .7
1 .3 0.6
1.6 0 .7
1.7 0 .8
1.6 0 .7
1 .7 0 .7
2 .3 0 .7
2.5 0 .7
2.9 0 .8
3.2 0 .8
2 .8 0 .6
2 .4 0 .5
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TABLE XXVII
NUMBER, MEMBERSHIP, TOTAL ASSETS, LOANS OUTSTANDING 
AND PAID-IN SHARE CAPITAL OF FEDERAL CREDIT UNIONS OPERATING
IN LOUISIANA, December 31, 1934-1962
Number o f T o ta l Loans T o ta l
Number o f Members A ssets O utstand ing Shares
Year C re d i t  Unions ( l , 0 0 0 f s ) (1 ,0 0 0 ’s )  ( 1 ,0 0 0 's )  (1 ,0 0 0 ’s )
1962 316 150,3 $69,674 $51,157 $61,114
1961 297 143,4 62,418 45,926 54,995
1960 281 135.8 55,663 43,170 48,623
1959 269 128.3 49,186 35,490 43,046
1958 269 122.4 42,642 30,587 37,683
1957 259 113.3 36,722 27,583 32,192
1956 241 100,7 29,873 22,369 26,370
1955 221 86.5 23,428 17,714 20,793
1954 188 73,4 19,039 13,897 16,984
1953 159 63,0 15,163 11,676 13,625
1952 141 56.0 11,952 8,456 10,768
1951 124 48.5 9,099 6,239 8,168
1950 107 42,2 7,330 5,824 6,471
1949 95 36.8 5,818 4,251 5,147
1948 76 29,8 4,386 2,933 3,970
1947 71 26.8 3,515 1,923 3,180
1946 74 23.9 2,970 1,191 2,713
1945 75 21,4 2,485 707 2,291
1944 77 20.2 2,123 588 1,962
1943 82 21.6 1,984 546 1,820
1942 111 22.9 2,044 762 1,848
1941 92 26.1 2,108 1,492 1,8901940 91 N.A. 1,630 1,321 1,4591939 77 N.A. 1,210 978 1,091
1938 64 N.A. 744 597 680
1937 55 11.6 549 477 500
1936 41 5.9 224 189 204
1935 11 1 .7 36 31 34
1934 7 . N.A. N.A. N.A. N.A.
Source; Compiled from d a ta  pub lished  in  Monthly Labor Review, v a rio us  
i s s u e s ,  1935-1941; F edera l C re d it  Union R eport,  F edera l Deposit 
Insurance  C o rp o ra t io n , 1942-1947; and Report o f  O p e ra t io n s ,  Bureau o f 
Federa l C re d it  Unions, 1948-1963. 1-1
TABLE XXVIII
NUMBER, MEMBERSHIP, TOTAL ASSETS, LOANS OUTSTANDING 
AND PAID-IN SHARE CAPITAL OF STATE CREDIT UNIONS OPERATING
IN LOUISIANA, December 31, 1925-1962
Number of 
Year C re d it  Unions
Number o f
Members
( 1 ,0 0 0 's )
T o ta l
A ssets
(1 ,0 0 0 ’s )
Loans
O uts tand ing
(1 ,0 0 0 ’s )
T o ta l
Shares
( 1 ,0 0 0 's
1962 97 49 .4 $22,596 $17,308 $19,546
1961 99 47.8 20,627 15,839 17,910
1960 100 46.3 18,820 15,110 16,151
1959 101 43.9 17,110 13,615 14,770
1958 102 N.A. 14,547 11,499 12,573
1957 101 N.A. 12,278 9,857 10,413
1956 105 32.5 10,391 8,218 8,687
1955 97 31.4 8,523 6,576 7,103
1954 99 N.A. 7,106 5,423 6,141
1953 99 N.A. 5,890 4,879 5,134
1952 105 N.A. 4,843 3,899 4,120
1951 89 25.0 3,355 2,639 2,918
1950 75 22.0 2,864 2,344 2,392
1949 78 20.0 2,287 1,650 1,918
1948 68 16.0 1,772 1,300 1,505
1947 66 12.0 1,400 890 1,176
1946 59 11.0 1,132 518 961
1945 54 11.0 984 359 844
1944 53 12.0 896 364 757
1943 61 10.0 871 403 708
1942 55 10.0 780 434 645
1941 30 9 .0 751 609 636
1940 27 N.A. 660 563 557
1939 24 N.A. 569 495 476
1938 21 N.A. 501 451 427
1937 21 N.A. 436 399 370
1936 20 N.A. 358 331 304
1935 18 N.A. 266 218 227
1934 17 N.A. 222 203 184
1933 13 N.A. 184 172 155
1932 9 N.A. 159 147 140
1931 9 N.A. 130 117 114
1930 7 N.A. 90 85 78
1929 6 . 1 .2 51 46 41
1928 6 N.A. 35 32 32
1927 4 N.A. 52 37 38
1926 4 N.A. 49 39 38
1925 4 N.A. 32 23 24
Source: Louisiana S ta te  Banking Department,
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TABLE XXIX
NUMBER, MEMBERSHIP, TOTAL ASSETS, LOANS OUTSTANDING 
AND PAID-IN SHARE CAPITAL OF ALL CREDIT UNIONS OPERATING
IN LOUISIANA, DECEMBER 31, 1934-1962
Number o f  
Year C re d it  Unions
Number o f  
Members 
( 1 ,0 0 0 's )
T o ta l
Assets
(1 ,0 0 0 's )
Loans T o ta l  
O uts tand ing  Shares 
( 1 ,0 0 0 's )  ( 1 ,0 0 0 's )
1962 413 199,7 $92,270 $68,465 $80,660
1961 396 191,3 83,045 61,765 72,904
1960 381 182,1 74,483 58,281 64,775
1959 370 172,2 66,295 49,106 57,816
1958 371 N.A. 57,189 42,086 50,256
1957 360 N.A, 48,999 37,440 42,606
1956 346 133.2 40,264 30,587 35,057
1955 318 117.9 31,951 24,290 27,896
1954 287 N.A. 26,145 19,320 23,125
1953 258 N.A. 21,053 16,555 18,759
1952 246 N.A. 16,795 12,355 14,888
1951 213 73.5 12,454 8,879 11,086
1950 182 64.2 10,195 8,169 8,863
1949 173 56.8 8,105 5,901 7,065
1948 144 45.8 6,158 4,233 5,475
1947 143 38.8 4,915 2,813 4,355
1946 142 34.9 4,170 1,616 3,613
1945 131 32.4 3,469 1,066 3,135
1944 139 32.2 3,081 1,038 2,776
1943 142 31.6 2,854 952 2,529
1942 166 32.9 2,824 1,197 2,492
1941 139 35.1 2,860 2,101 2,526
1940 118 31.0 2,290 1,883 2,015
1939 102 25 .3 1,779 1,473 1,567
1938 87 18.5 1,244 1,048 1,106
1937 76 11.6 985 876 870
1936 61 12.0 582 520 508
1935 29 N.A. 303 249 261
1934 24 N.A, 222 203 184
Source: Tables XXVII and XXVIII.
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TABLE XXX
PERCENTAGE CHANGE IN TOTAL ASSETS, LOANS OUTSTANDING 
AND PAID-IN SHARE CAPITAL OF ALL CREDIT UNIONS OPERATING IN
LOUISIANA, 1933-1962
P ercen tage Change from Prev ious Year 
Year T o ta l  A ssets Loans O utstanding  C a p i ta l
1962 11.1 11.1 11.1
1961 11.5 5.6 12.6
1960 12.3 18.7 12.0
1959 15.9 16.7 15.0
1958 16.7 12.4 18.0
1957 21.7 22.4 21.5
1956 26.0 25.9 25.7
1955 22.2 25.7 20.6
195** 24.2 16.7 23.3
1953 25.3 34.0 26.0
1952 34.9 39.2 34,3
1951 22.2 8 .7 25.1
1950 25.8 38.4 25.4
1949 31.6 39,4 29.0
1948 25.3 50.5 25.7
1947 17.9 74.1 20.6
1946 20.2 51,5 15.2
1945 12.6 2 .8 12.9
1944 8.0 9.0 9 .8
1943 1 .1 -2 0 ,4 1 .5
1942 -  1 .3 -43 .0 -  1 .4
1941 24.9 11,6 25.4
1940 28.7 27.8 28.6
1939 43.0 40.6 41.6
1938 26.3 19.6 27.2
1937 55.2 68.5 71.2
1936 92.1 108.8 94.6
1935 36.5 22.9 42 .1
1934 20.3 18.0 18.7
1933 15.6 16.5 10.4
Source: Computed from da ta  o f Table XXIX,
TABLE XXXI
SELECTED DATA ON OPERATIONS OF STATE AND FEDERAL CREDIT UNIONS
IN LOUISIANA, BY PARISH, DECEMBER 31, 1962
PARISH NAME NUMBER OF CREDIT UNIONS MEMBERSHIP
Tota l Federal S ta te Total Federal S ta te Per dent o f  Population
Acadia 4 3 1 1,123 291 832 2.21
Allen 2 2 0 862 862 0 4.28
Ascension 5 4 1 1,030 892 138 3.50
Bossier 2 2 0 6,649 6,849 0 10,74
Caddo 47 40 7 23,577 20,377 3,200 10,01
Calcasieu 22 14 8 12,025 7,479 4,546 7.60
East Baton Rouge 46 34 12 32,170 24,074 8,096 13.00
Evangeline 3 2 1 304 201 103 .95
Franklin 1 1 0 51 51 0 .20
Ib e r ia 5 3 2 1,745 637 1,108 3.19
I b e r v i l l e 2 2 0 367 367 0 1.19
Je f fe rso n 11 9 2 3,639 3,053 586 1.53
Je f fe rso n  Davis 2 2 0 210 210 0 .68
L afayette 14 11 3 5,243 2,979 2,264 5.64
LaFourche 2 1 1 528 182 346 .88
LaSalle 0 1 38 0 38 .29
Lincoln 3 3 0 794 794 0 2.70
Morehouse 1 1 0 1,828 1,828 0 5.34
Orleans 154 114 *+0 72,348 50,932 21,416 11.20
Ouachita 12 8 4 6,029 4,549 1,380 5.53
Plaquemines 3 2
Rapides 21 17
S t . Bernard 5 S
S t . Charles 3 3
S t . Helena 1 1
S t.  James 2 2
S t .  John th e  B a p tis t 2 2
S t.  Laundry 3 2
S t .  Martin 3 3
S t.  Mary 2 1
S t .  Tammany 4 4
Tangibohoa 6 3
Terrebonne 6 3
Union 1 1
Vermillion 4 2
Washington 3 3
Webster 3 3
West Baton Rouge 2 2
West F e l ic ian a 1 1
1 477 184 293 1.92
4 10,050 8,000 2,050 8.54
0 2,578 2,578 0 7.14
0 2,600 2,600 0 11.15
0 80 80 0 .86
0 490 490 0 2.55
0 746 746 0 3.84
1 638 144 494 .76
0 318 318 0 1.07
1 340 83 257 .64
0 819 819 0 1.95
3 1,893 494 1,399 3.08
3 2,893 913 1,932 4.35
0 137 137 0 .79
2 453 277 176 1.14
0 3,610 3,610 0 7.89
0 2,933 2,933 0 7.18
0 1,185 1,185 0 7.54
0 223 223 0 1.71
Source: Compiled from unpublished d a ta  supp lied  by th e  Bureau o f  Federal C red it  Unions and the
Louisiana Banking Department.
TABLE XXXII
SELECTED DATA ON OPERATIONS OF CREDIT UNIONS IN LOUISIANA,
BY PARISH, DECEMBER 31, 1962
PARISH NAME TOTALASSETS
PAID IN 
SHARE CAPITAL
PER CAPITA 
ASSETS
PER CAPITA 
SHARES
Acadia $ 346,707 $ 331,921 $ 6.83 $ 6.54
Allen 504,278 446,107 25.08 22.19
Ascension 434,308 339,313 14.77 13.58
3 o ss ie r 2,880,684 2,680,439 46.53 43.30
Caddo 10,597,536 8,824,271 45.03 37.50
C alcasieu 7,873,742 6,846,941 49.77 43.28
East Baton Rouge 16,862,182 14,547,890 68.15 58.80
Evangeline 166,161 148,484 5.24 4.68
Frankline 313 277 .01 .01
Ib e r ia 500,617 425,826 9.15 7,78
I b e r v i l l e 120,112 105,151 3.89 3.41
Je f fe rso n 1,560,625 1,364,870 6.59 5.76
Je f fe rs o n  Davis 32,043 26,891 1.04 .87
L afayette 1,992,176 1,777,955 21.44 19.13
Lafourche 314,869 289,149 5.29 4.85
LaSalle 13,254 . 12,118 1.01 .92
Lincoln 121,831 98,955 4.14 3.36
Morehouse 1,183,950 1,063,857 34.61 31.10
Orleans 28,651,723 24,743,282 44.38 38.33
Ouachita 2,775,167 2,429,044 25.46 22.28
Plaquemines $ 161,084 $ 147,844 $ 6.49 $ 5.96
Rapides 4,141,915 3,646,407 35.22 31.00
S t.  Bernard 662,397 533,461 18.34 14.77
S t .  Charles 1,815,480 1,614,441 77.91 69.28
S t .  Helena 5,755 5,493 .62 .59
S t .  James 209,752 178,556 10.92 9.29
S t.  John the  B a p tis t 678,632 600,663 34.98 30.96
S t.  Laundry 199,196 171,316 2.39 2.06
S t .  Martin 7,715 6,927 .25 .23
S t . Mary 138,800 125,697 2.62 2.37
S t . Tammany 217,212 194,514 5,19 4.65
Tangibohoa 927,883 814,874 15.13 13.29
Terrebonne 1,212,935 1,106,905 18.54 16.92
Union 12,563 11,671 .73 .67
Verm illion 110,841 100,004 2.80 2.53
Washington 2,411,811 2,071,880 52.77 45.33
Webster 2,265,134 2,064,593 55.51 50.60
West Baton Rouge 660,473 619,324 42.06 39.44
West F e l ic ia n a 68,092 58,780 5.73 4.52
Source: Compiled from unpublished da ta  supp lied  by th e  Bureau o f  Federa l C red it
Unions and th e  Louisiana Banking Department.
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In 1963 he jo in e d  the  f a c u l ty  o f  th e  Hankamer School o f  Business 
a t  Baylor U n iv e rs i ty  and has h e ld  th e  p o s i t io n  o f  A s s is ta n t  P ro fe s s o r  o f 
Economics s in c e  th a t  d a te .  At th e  p re s e n t  time he i s  a cand ida te  f o r  
th e  Doctor o f  Philosophy degree in  th e  Department o f  Economics.
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